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PYJAMAS ai SOFT COLLARS 


are famous for the service they give, their cut, style, and 
long laundering qualities. In the large range of designs 
you are certain to find ag pee to appeal to your taste. 


Look for the registered { If any Shady in chal . write COURTAULDS, LTD. 
“Luvisca” Tab on every gar- | (Dept. 136M), 16 St. Martin’s-le-Grand, E.C.l, 
ment. None genuine without. | for name of your nearest retailer and "eked literature. 
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BLADES, BAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £570,000 


(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
Messrs. GLYN, MiLits & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 KING WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TENERAN, 
BRANCHES IN PERSIA: 


Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 


Shiraz, Sultanabad, Tabriz, Yezd. 
BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KHANAQIN, KIRKUK. BoMBAY. 


"TH BANK transacts Banking Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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SAFETY FIRST: 


The advice so freely given to motorists should be 
applied by them and by all travellers to dangers 


other than those of the road. To secure themselves 
against inconvenience all travellers should carry with 
them a Lloyds Bank World Letter of Credit or a 
supply of Travellers’ Cheques, either of which will 
enable the holders to obtain money in any Banking 
town in the British Isles and throughout the world. 
These facilities are provided by any Branch of Lloyds 
Bank, which will also obtain Passports and a supply 
of foreign notes and coins for immediate use when 
landing in any foreign country. 


LLOYDS BANK LIMITED. 


Head Office: LONDON, E.C. 3. 


BANK 


LIMITED 


TOTAL RESOURCES 
Over £280,000,000 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,250 Offices. Agents Everywhere. 
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Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 


TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 





AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 














Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 


To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and connections throughout the world. 


The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 





32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 


Paid-up Capital and Surplus $90,000,000 Total Assets $838,000,000. 





rans Res ® de Moves | | Banco Agricola 


Rio de Janciro ° 
Comercial 
Capital - - ~- 100.000:000$000 
Reserves - - - 146.444:514$081 SAN SALVADOR, 


Paper- Currency 
Redemption Fund 105.435:3435614 CENTRAL AMERICA 


Last Dividend 20% 


Agencies in the principal cities 
Branches in the chief commercial of the Republic 
cities of Brazil and Agents 
in smaller towns and abroad. 


; : Banking connections throughout 
All manner of banking transactions under- 7 
taken. Current accounts opened, with or Europe and the United States 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 


and signed accounts discounted. Loans . ‘ - 
cthend on eqgeered cenuslty; peyments Specially organized service for the 


undertaken at home and abroad. Letters Collection of Foreign Drafts 
of Credit issued on all the principal home and Bills 
and foreign cities, etc. 





This is where 
EFFICIENCY 
STANDS OUT 


This simple dial is the heart of the most 
efficient intercommunicating telephone 
system in the world. It is the key to 
almost instantaneous contact with every 
division of your business. The time 
it saves will handsomely repay its 
relatively low installation cost; the 
higher standard of efficiency which it will 
advance will make you wish that you had 
possessed it earlier. Write for particulars. 


Srondard 


AUTOMATIC TELEPHONE 
SYSTEMS 


Standard Telephones and Cables Limited 


CONNAUGHT HOUSE, ALDWYCH, LONDON, W.C.2 
‘Phone: Holborn 8765 (15 lines) 
Works 


HENDON, NORTH WOOLWICH, NEW SOUTHGATE 








THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 






















Paid-up Capital - - - + £4,000,000 
Reserve Fund - - £3,850,000 
Reserve Liability of Peapeictere under the Charter £4,000,000 

£11,850,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. | ¥F. v. <6, LIVINGSTONE: LEARMONTH, Es@., 

. > 2 as iy - RIGHT HON. Tae EARI, OF MIDLETON, K 
ae arid Ban | HAROLD NELSON, Eso. 

KENNETH GOSCHEN, Esq. 


HORACE PEEL, Esq. 
JOHN SANDERSON, Esq. 
ARTHUR W HITWORTH, Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Cc. G. HAMILTON, Esq. 
T. R. JOHNSON, EsgQ. 





Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 




























THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Authorised Capital- - - £5,000,000 
Capital Subscribed and Paid Up -  £2,208,000 
Reserve Fund : - - + £1,046,880 
Aggregate Assets 30/6) 28 - + «+ £18,623,453 
DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. | H.R. LYSAGHT, Esa, OBE. 
FRANK N. YARWOOD, Esq. F.C.P.A. | JAMES KELL, Esa. 
LIEUT.COL. THOMAS L. F.RUTLEDGE. | GEORGE J. SLY, Esa, LLD. 


GENERAL MANAGER : 
Cc. M. C. SHANNON. 
LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE. Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howe it, Manager, with 
158 Branches and Agencies i in New South Wales. 
ee ~ apie mf G. E. Aexanper, Manager, with 26 Branches and Agencies 
eens 
MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 
ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 
PERTH OFFICE: 73 St. George’s Terrace. A.C. Dispin, Manager. 
LONDON OFFICE: 62 Bishopsgate, E.C.2, Arruur F. Jenkins, Manager. 
The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere .whereby it is able tocarry out all requirements with promptitude and to best advantage. 


a 








BANK OF NEW SOUTH WALES 


(ESTABLISHED 1817.) 
£7,500,000 


| Paid-up Capital .. nas = on ‘ae 
: Reserve Fund ...__ ... any .. ..  §,650,000 
: Reserve Liability rm Ps 




















of Proprietors 7,500,000 
£20,650,000 
AGGREGATE ASSETS, 30 Sept., 1927... ... ss. ~—- £87,781,128 14 6 


Head Office—SYDNEY, NEW SOUTH WALES. 


General Manager—OSCAR LINES. 
BRANCHES AND AGENCIES IN 
NEW SOUTH WALES (218); QUEENSLAND (55); VICTORIA 
(57); SOUTH AUSTRALIA (7); WESTERN AUSTRALIA (93); 
TASMANIA (3); NEW ZEALAND (73); FIJI (3); PAPUA (2); 
MANDATED TERRITORY OF NEW GUINEA (1); FEDERAL 
TERRITORY (1); LONDON (1). 


LONDON DIRECTORS: 
H. I. M. Tritton, EsQ., Chairman. WALTER S. M. BuRNS, Esq. I, C. GeppeEs, Esa. 





J. S. CAMPBELL, Manager. D.Gerppre, Asst. Manager. A.1,. KENNEDY, Secretary. G.S. Kett, Accountant. 


The London Office issues drafts on demand on its Head Office (Sydney, N.S.W.) and 
Branches in all the Australian States, New Zealand, Fiji, Papua, and Mandated Territory 
of New Guinea. Makes Mail and Cable Transfers. Negotiates and Collects Bills of 
Exchange. Arranges Wool and other Produce Credits. Receives Deposits for fixed periods 
on terms which may be known on application; and conducts every description of 


Australasian Banking Business. 
London Office: 29 THREADNEEDLE STREET, E.C.2 








THE 


ANGLO-SOUTH AMERICAN BANK 


LIMITED 
Head Office: 17 Ola Broad Street, London E.C.2 


A COMPLETE INTERNATIONAL 
BANKING SERVICE 


LINKING 


THE OLD 
WORLD AND 
THE NEW 


Ld 
Associated Institutions:= 


BRITISH BANK of SOUTH AMERICA LIMITED 


BANQUE ANGLO-SUD AMERICAINE, SOC. ANON, PARIS 
ANGLO-SOUTH AMERICAN TRUST CO. NEW YORK. 
(/s¢. under Laws off State of New York. +) 
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: National Bank of New Zealand, Ltd. 


e Head Office: 8 MOORGATE, LONDON, E.C.2. 

S 93 Branches and Agencies throughout New Zealand. 

= Authorised and Subscribed Capital ine sa £6,000,000 
= Paid-up Capital oe £2,000,000 

a Reserve Fund and Undivided Profits £2,165, "572 
| 
| 





£4,165,572 


The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
rates which may be ascertained on application, and conducts every description of Banking 
Business connected with New Zealand. ARTHUR WILLIS, Manager. 
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Coe >. _Kandinaviska Kreditaktiebolaget 
« =\\—a leading Swedish bank with offices 
ej in Gothenburg, Stockholm and Malmo 
and branches throughout Sweden — will 





jie aia. 


furnish you with any information on Swe- 
dish market and trade conditions. 


ea is A: 





Telegraphic address: KREDITBOLAGET 





NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL .- - - : - £3,000,000. 
RESERVE FUND .- - . - - - £2,775,000. 
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London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LIMITED. 











STABLISHED 188 Registered in Japan.) 
Capital Subscribed and Fully Pald - - Yen 100,000,000 
Reserve Fund - - Yen 102,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong ‘Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 

Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Toko, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 
The Bank buys and receives fort collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. a 
London Office :—7 Bishopsgate, London, E.C.2. Pe 
D. NOHARA, Manager. a 
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LEYLAND Rubber Floor is 
hard wearing; silent and 
comfortable to walk upon; laid 
in clean fresh colours capable of 
being made up into any design 
to harmonize with any scheme 
of decoration. 
Write for Catalogue No. 39 


EYLAN] 
Rubber filin® 


The Leyland & Birmingham Rubber 
Co. Ltd. 


Head Office and Works: 
Leyland, Lanes. 
Branches through- 

out the world 








R.T. 59-10/28 Causton 
THE 
MOSCOW NARODNY BANK 
LIMITED 


ESTABLISHED 1919 


Heap Orrice : 
300 High Holborn, London, W.C.1 
Paris BrancH: 26, Rue Vivienne, Paris 


BerLIN BRANCH : 
Kurfiirstenstrasse, 33, Berlin 


- £1,000,000 
750,000 
131,395 


Authorised Capital - - 
Paid-up Capital - - - - 
Reserve Fund & Undivided Profit - 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Oorrespondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.8.8.R. 









PERRERE 
THE OUT-STANDING 
MERITS OFA 

GREAT PENCIL 


t! 












ERFECTION is the 

attribute common to all 
VENUS pencils—each one 
is as good and true to grade 
as the world’s largest manu- 
facturers of quality pencils 
can make it. 


ENUS 
PENCILS 


17 Blacklead Degrees & Super 
Copying(MediuméHard) 
44each - 35/9 perdozen 

Venus Copying (Medium&Hard) 
34 each-29 per doxen 


ITS THE LEAD INSIDE 


G MAKES THE VENUS GLIDE > 
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3 Assurance Company Limited. # 8h 
* Head Office: BARTHOLOMEW LANE, LONDON, E.C. 2 

2 Marine Department: 2-6 Billiter Square, London, E.C. 3 

x Established in 1824, 








Assets exceed £30,000,000. 
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Directors: 
CHARLES EDWARD BARNETT, Chairman. 


Me LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 

x Str IAN HEATHCOAT AMoRrY, BarT., C.B.E. | R.M. HOLLAND-ManrrIN, C.B. 

a THE VISCOUNT BEARSTED, M.C. EDWARD RALPHE Douro HOARE. 

ae FREDERICK CAVENDISH BENTINCK. Davip LANDALE. 

* ALFRED FOWELL BUXTON. COLONEL WILFORD N. LLoyp, C.B., 

< Jorn CaTor. CNV.O. 

sk Lorp DaLMeny, D.S.O., M.C. SIR CHRISTOPHER T. NEEDHAM. 

~ Major GERALD M. A. ELLIs. WILLIAM HEARD SHELFORD. 

* FREDERICK CRAUFURD GOODENOUGH. ARTHUR JAMES STEWART TODD. 

ae THE MARQUESS OF HARTINGTON, M.P. HENRY ALEXANDER TROTTER. 

- C. SHIRREFF HILTON. RICHARD DURANT TROTTER. 

* THE ALLIANCE : 
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INSURANCES OF ALL KINDS : : 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 




















a and Educational Endowments. Annuities. 
ee SINKING FUND and CAPITAL REDEMPTION. x 
, FIRE. : 
ok MARINE. ; 
* BURGLARY and THEFT. 
¥ ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
¥ tion with Special Policies for Domestic Servants. 
* MOTOR CAR, MOTOR CYCLE. 
x FIDELITY GUARANTEE. LIVE STOCK. 
* BOILER. and MACHINERY INSURANCE and INSPECTION. x 
* COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF se ¥ 
% DWELLING-HOUSES. FS 
= THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 3 
x TRUSTEE. 
* Particulars of any of the above will be sent on request. 
* T. B. Ponsonby, General Manager. 
xe 
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INTERNATIONAL ACCEPTANCE BANK 


INCORPORATED 
NEW YORK 


International Banking Transactions 
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FIRE LIFE 
MARINE ACCIDENT 





LIFE BONUS 1925: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 


Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 


£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS 
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BRANCHES AND AGENCIES THROUGHOUT THE WORLD 
APPLICATIONS FOR AGENCIES INVITED. 
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A Banker's Diary 
August—September 


THE fourth year of operation of the so-called Dawes plan 
of reparation payments ended on August 31. The 
: annuity applicable to that period amounted 
Pr conn to Rmk. 1,750 millions, while actual pay- 
Vear ments aggregated 1,746 millions. This last 
sum included 75 millions due in respect of 
the third annuity and excluded 79 millions in respect of 
the fourth year, but not actually paid until September 
1928. Of the total receipts 500 millions comprised the 
budget contribution, 605 millions interest and amortiza- 
tion payments in respect of railway bonds, 300 millions 
similar payments on industrial debentures, and 266 mil- 
lions the proceeds of the transport tax. The service of 
the German external loan absorbed 90 millions of the 
total receipts, and payments to various allied countries 
aggregated 1,640 millions, of which 66 millions were to 
cover costs of occupation. Deliveries in kind totalled 
724 millions, payments under reparation recovery acts 
351 millions, and cash transfers 460 millions. During the 
year France received on all accounts 862 millions, Great 
Britain 367 millions, Italy 119 millions, and Belgium 
109 millions. (See October 1927 issue for figures relating 
to the third year.) The annuity payable in the fifth and 
current year is 2,500 millions, the standard sum, so that 
the transition period, from this point of view, has now 
definitely come to an end. 


CONVERSATIONS at Geneva between representatives of 
Belgium, France, Germany, Great Britain, Italy and 
Japan ended on September 16 in an agree- 

pian ment officially to reopen the.questions of 
Inquiry evacuation of the Rhineland and of a 
“complete and definite settlement of the 

reparations problem.”’ For the latter purpose a committee 
of financial experts, nominated by the six Governments, 
is to be set up. It is generally supposed that the 
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committee will be required to reach a decision as to the 
total indebtedness of Germany on reparation account. 
The existing plan of payments fixes no definite period for 
its operation, while at the moment the 1921 settlement, 
under which Germany’s liability was fixed at 132,000 
millions of gold marks, is still in force. In addition, the 
committee may be concerned with plans for the marketing 
in foreign centres of German railway securities now held 
by the Reparation Commission. During the conversa- 
tions the British representative reiterated the adherence 
of his Government to the policy set out in the Balfour 
note, under which Britain requires to receive in respect 
of reparation and allied debts sufficient, but not more, to 
meet her payments to the United States. It was further 
made clear that Britain would not accept any new 
reparation arrangement which might imply an appeal to 
America for revision of the debt settlements. 


THE issue was begun on September 10 of new Irish Free 
State currency notes, as provided under the Currency 
Act .of 1927 (see September 1927 issue). 

Irish Free From that date British currency notes, 
State Currencylargely in substitution for which the new 
paper is being issued, ceased to be legal 

tender in the Free State. British currency notes are 
exchangeable for Irish at the offices of the Free State 
Currency Commission, while Free State currency notes 
are convertible into sterling on demand at the Bank of 
England, acting as the London agency of the Commission. 
It is understood that regular returns relating to the new 
issue are to be published in the Dublin official Gazette. 
The consolidated bank notes provided for under the Act 
have not yet appeared, but it is generally supposed that 
these will be issued in the course of the next few months. 


LEGISLATION has recently been passed in Bolivia giving 
effect to the recommendations of a commission of 
il nai financial experts led by Professor E. W. 
oo Kemmerer. Under the new laws gold has 
oe been re-established, after a lapse of fourteen 

~ years, as the monetary basis. The new 

parity is $0.365 to the boliviano (i.e. about Is. 8d.) as 
compared with the previous figure of $0.389. The 
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National Bank’s monopoly of note issue is continued, and 
notes are convertible into gold or gold exchange on 
demand. Under the scheme of reorganization of the 
Bank, commercial banks in Bolivia are required to take 
up prescribed amounts of its capital, while the Govern- 
ment’s indebtedness to the Bank is to ke gradually 
liquidated. A general banking law provides for official 
inspection and control, and for the attainment of a more 
liquid position and readier resort to the facilities for 
rediscount at the central institution. Other steps are 
designed to revise the existing laws of negotiable in- 
struments, company laws, and budgetary arrangements. 
A Government loan was issued in New York on Septem- 
ber 20, partly for the purpose of financing the scheme of 
financial reorganization. 


THE establishment of two new special banks in Peru has 
been authorized by recent laws. One is a mortgage 
; bank, whose particular function will be to 
a make advances on real estate and whose 
caauineaies capital is to be subscribed by the State, 
municipalities, local banks, and the public 
generally. The other institution is to undertake all kinds 
of agricultural credit business. It is to be organized by 
the mortgage bank, which is to subscribe and retain the 
entire share capital. 


As part of the general scheme of financial and monetary 

reform, it was announced early in September that a 

National Bank of Persia had been esta- 

New Persian blished, with an initial capital of 800,000 

Bank tomans (say £170,000). It is understood 

that the capital is to be held by the Govern- 

ment and that numerous branches are to be opened 
throughout the country. 


A CuBAN banking commission is considering plans for 
reorganization and extension of the existing system. 
Among other things the setting up of a 

on. Reserve Bank of Cuba is contemplated. 
Reform His institution would be similar in plan 
and function to the United States Federal 

Reserve banks, holding cash reserves for the commercial 
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banks, issuing notes, and conducting rediscount business. 
Branches of foreign banks in Cuba would be eligible for 
membership on the same conditions as native banks. In 
addition, it is proposed to establish a commercial bank, 
an agricultural credits bank, a mortgage institution, and 
a savings bank. 


THE proposals for amalgamation of the Canadian Bank 
of Commerce and the Standard Bank of Canada (see 
; August issue) were agreed to by the share- 
Canadian holders of both institutions on September 18. 
A aaaiinn It remains for approval to be given to the 
arrangement by the Governor-General in 

Council before the proposed fusion can take effect. 


A BILL to authorize the establishment of a new banking 
institution, to be known as the London and New Zealand 
Bank, has passed the third reading in the 
ena New Zealand House of Representatives. 
Pecieat The Bill, which is privately sponsored, orig- 
inally provided for a capital of £2,000,000, 
half of which was to be subscribed before the issue 
of a charter and within a maximum of five years. 
An amendment, however, raised the aggregate capital to 
£3,000,000. Another clause authorizes the issue of notes 
on the usual specified conditions. Provision is made for 
separate boards to be set up in London and in New 
Zealand. 


THE usual seasonal slackness did not persist for so long 

as in previous years, the flow of new issues beginning 

again at an earlier date. A Chilean Govern- 

New Capital ment issue of £2 millions of 6 per cent. 

Market _ sterling bonds at 954 was over-subscribed, 

while £13 millions of Rhodesia and Mashona- 

land Railways 6 per cent. consolidated debentures were 

privately placed at 99. A large number of issues, 

mostly of an industrial character, are appearing or in 
preparation. 
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The Control of Central Banks 


Ts British public show, as a rule, a very healthy 
indifference to all controversies in regard to the 
management of credit or currency. Wherever two 
or three Englishmen are gathered together, in pothouse 
or in Pullman, you may expect to hear animated, and 
possibly acrimonious, arguments in regard to the rights 
and wrongs of League (football) suspensions or racing 
regulations; but credit and currency questions are 
caviare to the ordinary and rarely arouse any flicker of 
similar interest. It may safely be said that no one sleeps 
uneasily by reason of the thought that currency notes 
will soon be transferred to the Bank of England. By 
nature orderly, we accept the arrangements made by 
the Government of the day (whatever its complexion 
may be) on such matters with a quasi-religious credulity ; 
and a sure instinct warns us that any critic of these 
arrangements may justly be suspected, at least, of having 
some axe to grind. 

It is not to be expected, therefore, that any great 
upheaval of popular enthusiasm followed the publication 
of two recent pronouncements on the subject. On the 
one hand, the Labour Party has proclaimed—or proposes 
to proclaim—in a fifty-page pamphlet that the 
Bank of England’s functions are governmental and not 
commercial; and that accordingly the Bank should 
be “‘controlled”’ by a public corporation representing the 
professional bureaucrats and the professional Labour 
movement. On the other hand, a stockholder of the 
Bank of England took the opportunity offered by the 
last half-yearly court to suggest that “those great 
institutions,” the joint stock banks, ought to be repre- 
sented on the governing board of the Bank, in order, no 
doubt, that the Bank might be able thereby to obtain 
first-hand information as to the needs of trade and 
commerce. These two rival proposals might be left 
to cancel one another out; but the fact that such 
contradictory pronouncements should be emitted, almost 
simultaneously, by persons who have apparently given 
much thought to the subject is evidence of the prevalent 
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fluidity of opinion and makes it worth while, perhaps, to 
examine and compare them 

At first sight, it may be said at once, there appears to 
be considerable force in the Labour Party’s proposal. 
The management of credit is clearly a public function 
of national importance which should be conducted by 
persons not likely to be influenced by considerations of 
private interest. But it does not follow that the national 
interests can best be represented, or the machinery of 
credit most intelligently controlled, either by depart- 
mental experts or by political bagmen whose experience 
has been in other lines. Indeed, history shows that 
Governments which have the power to control the credit 
system of a country have almost invariably succumbed 
to the temptation of using those powers to subserve 
political rather than economic ends, and not infrequently 
they have ended by wrecking the economic structure 
which was entrusted to their care. The experience of 
the war brought out this danger so emphatically 
throughout Europe that the International Conference of 
Brussels in 1920 affirmed, without a dissentient voice, 
that ‘‘ banks of issue should be free from all political 
pressure”; and despite the contrary views apparently 
held in Labour circles in this country, that recommenda- 
tion still stands, and will long continue to stand, as the 
authoritative statement of the principle on which a 
central bank’s relation to the Government should be 
based. 

The alternative suggestion—that the commercial 
banks should nominate representatives on the governing 
board of the central bank—is open to quite different 
objections, but reveals a still graver misconception of the 
functions of a central bank. It is true, of course, that 
central banks and commercial banks have certain 
common interests. They are both integral and important 
parts of the credit structure of the country, and as such 
they should co-operate in the pursuance of a common 
policy. But, though they are both interested in credit, 
they are interested in it from very different standpoints. 
Credit is an elemental force like fire, which, controlled 
within strict limits, gives out a grateful and expansive 
warmth; but let it once get out of control, and it will 
soon bring the whole structure down in blazing ruins. 
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Following this analogy, it may be said that the commer- 
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cial bank has to light the fire and to keep it burning; 
the central bank has to combine the functions of night 


watchman and insurance agent, and, on occasion, to act 
the commercial bank is 
primarily out for profits, and it must therefore aim at 
means liquid 
increased business 
The central bank may make profits (as the 
Post Office or the Mint may make profits) ; 


as fireman. 


a continual 
growth of deposits, 


resources, 
generally. 


To drop imagery, 


expansion 


of 


credit, 
and 


which 


but its primary 


concern is to maintain the stability of the currency and of 


prices, in relation to world prices, so as to provide the 
proper foundation for the nation’s trade. 


It must not be 


tempted to allow expansion when the price level does not 


justify it, and it must be prepared, at times, ruthlessly to 


restrict credit and thereby depress trade, to avert the 


possibility of wider disasters. 


internal situation ; 


The joint-stock banks often 
fail to appreciate the advantages of such action, as their 
eyes are fixed on their balance sheets or, at least, on the 
but the central bank has to provide 
the adjustments between internal and external conditions 


of trade and finance and must necessarily maintain a 
wider outlook. The commercial banker, whose first duty 
is to his shareholder, is accordingly fitted neither by his 
interests nor by his training to direct the policy of a 


central bank. 


Indeed, the rigid restrictions imposed on 


the Bank of England by the Act of 1844 were primarily 
intended to prevent the Bank from running its business 
on the lines appropriate to a commercial bank. 

It is not really surprising that a bank of issue ought 
to be independent both of the ( 


commercial 
always greedy 


banks. 
for 


These 
credit, 


are 
and 


Government and of the 
its principal clients, 


therefore 


disposed to favour a policy of expansion. 
bank has, of course, to keep in touch with their respective 
requirements and to take them into account as factors 
in the situation ; but it should be in a position to balance 


all the relevant 


necessarily 


The central 


factors without fear or favour, and to 


take, and then to enforce, its decisions independently of 


these importunate associates. 
statutes 


attained ? 


governing bodies, from the Soviet State Bank (which is 


The 


of the 


How can this ideal best be 


various central banks 
show every sort of variation in the constitution of their 





| 
: 







Fe Cakege RRR 





CONTROL OF CENTRAL BANKS 9 





nothing more or less than a branch of the Ministry of 
Finance) through the group of banks modelled after the 
Banque de France (which are private corporations directed 
by Government nominees) to the Bank of England, 
which alone is entirely independent of the Government. 
But, as it happens, the commercial banks also have no 
control over the administration of the Bank of England, 
as it has long been the practice of the Bank to exclude 
directors of joint-stock hanks and bill-brokers as such 
from its court. As in the political institutions of this 
country, so in the constitution of the bank of issue there 
has grown up, without undue cerebration on the part of 
Parliament—indeed, almost by accident—an organization 
which complies more completely with our requirements 
than any of the central banks created elsewhere. 
There is, indeed, a Providence that looks after us. 

It may be argued that the federal reserve system in 
the United States represents a more modern conception 
of the proper organization for a central bank, and that 
this system, in contrast to that of the Bank of England, 
provides for representation both of the Government and of 
the commercial banks. This is true; but the federal 
reserve system was framed for the special needs of the 
United States, and the complicated system there adopted 
is not necessarily adapted to the situation here. The 
federal reserve system had to be superimposed on the 
existing credit structure in the United States; and the 
member banks, being called upon to put up the capital 
for the reserve banks, had to be given representation on 
the boards of these banks. On the other hand, the policy 
of the reserve banks throughout the country had to be 
co-ordinated in some manner, and the Government not 
unnaturally claimed control of the federal reserve 
board created for this purpose. The conditions both of 
the market and of the credit structure necessitated this 
double control; but it remains to be seen whether the 
balance of interests actually adopted will operate, in 
time of stress, without friction. All that can be said for 
this double control is that, if either the Government or 
the commercial banks are to be represented on the board 
of a central bank, it is certainly desirable to have both of 
them, as they may then counteract one another. 

It is unquestionable that the policy of a central bank 
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can best be determined by persons who have sufficient 
financial competence to be able to appreciate the 
representations of the conflicting interests which their 
decisions will affect, but who are themselves sufficiently 
independent to be able to take an objective view of the 
situation as a whole. The organization of the Bank of 
England may not be perfect: but the selection of indivi- 
dual members to represent specific interests—whether 
the commercial banks, the heavy industries, agriculture, 
or anything else—will not improve matters. Such a 
system must necessarily introduce sectional influences 
pulling this way and that, and thereby tend to favour 
the adoption of temporizing compromises rather than 
the impartial decisions that are wanted. Mr. G. K. 
Chesterton somewhere claims that the House of Lords is 
the true safeguard of democracy, as its members, being 
selected simply by the accident of birth, are much better 
representatives of the average citizen than the members 
of the Lower Chamber, who must possess, at any rate, a 
specious appearance of ability of some kind to gain the 
support of the electorate. In the same way a board 
co-opted, on no very definite principle, from among the 
more respectable members of the mercantile community 
may well succeed in controlling the policy of a central 
bank more successfully than an equal number of highly 
expert representatives of contending interests. 

In one respect it may be admitted that the Bank 
of England might perhaps learn something from the 
joint-stock banks—that is, in the matter of publicity. 
Hitherto the Bank has always left the critics of its policy 
unanswered. No doubt silence is golden, and the Bank’s 
critics, vocal though they may be, count for little. The 
Bank, like the similar institution in the Mississippi 
Valley, “‘just goes rolling on,’’ while its critics and the 
criticisms they planted are soon forgotten. But in these 
democratic days it is possible to overdo the policy of 
silence. A public authority must not merely serve the 
public interests well and truly, but it must be prepared 
to explain to the public (so far as circumstances permit) 
what it has been doing and why. The public will not 
read the explanations thus given (that would be too much 
to expect), but they will be able to point to them and on 
suitable occasions to flourish them in the face of the critics. 
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American Methods of Bank Lending 


Collateral Security” 
By H. Parker Willis 
RR: many years past a very large element of banking 


portfolios in the United States has consisted of 
loans which had been made upon _ collateral 
security. The security in question has tended more and 
more to be what is called “‘stock-exchange collateral,” 
i.e. securities which have been regularly listed upon the 
New York Stock Exchange and are, therefore, easily 
marketable, besides being of a value which is readily 
ascertained. A good many years ago, during the dis- 
cussion of what is now called “ banking reform,” especially 
after the panic of 1893, this form of lending was spoken 
of as something into which American banks had been 
driven by circumstances. It represented, according to 
that view, the outgrowth of a bad practice—-a habit 
which had developed from unfortunate or difficult con- 
ditions due to the peculiar structure of American banking 
and the special circumstances surrounding the loans 
made by the various institutions. According to those 
who were then deeply interested in reform measures, the 
introduction of a central banking system would be about 
all that was necessary to bring about a radical trans- 
formation of conditions. The central banking system 
was attained through the adoption of the Federal Reserve 
Act, but the practice of lending on collateral was not 
altered in the slightest. On the contrary, it has continued 
to develop, and has today reached a stage of growth far 
beyond anything that had been foreseen either before or 
immediately after the World War. A wiser outlook upon 
the situation has convinced most observers that, instead 
of it being possible to bring about a complete trans- 
formation of American lending methods by simply intro- 
ducing a central banking system, it was’ rather to be 
expected that a change in lending methods would be 
* Former articles have dealt with other characteristic American 
methods of bank lending. 
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necessary in order to make possible the creation of a real 
central banking organization. Reform, in other words, 
must begin at the bottom rather than at the top. Remem- 
bering this generalization, and bearing in mind that the 
working of the Federal Reserve svstem has in no respect 
mitigated the dangers that had been foreseen before the 
war in connection with the reorganization of the banking 
system, it can be far better understood why, at the pre- 
sent moment, the money market of the United States has 
reached so low a stage of development, and why central 
banking methods in the United States have proven so 
unsatisfactory as judged in the light of pre-war banking 
experience. 

The present situation will be the basis upon which 
future conditions must develop, and is, therefore, of 
significance from a world standpoint, due to the important 
position which has been assumed by the banking system 
of the United States since the close of the World War. 
This makes it worth while to understand why American 
banks have adhered as closely as they have to their old 
practice in the matter of collateral lending, and the 
technique which they have evolved in connection with it. 
This analysis also makes much plainer the reason of the 
total failure on the part of the Reserve system to build 
up a genuine money market. A beginning may be made 
by noting, first of all, that American bi inking suffers from 
two serious difficulties : (1) the fact that the industry of 
the country is, to so high a degree, seasonal; and (2) 
the fact that, without branch banking g, it is difficult to 
shift “ spare” or “surplus” funds from one area to 
another. Asa result of these conditions many American 
banks find themselves at times with large sums on hand 
which they want to use in such fashion as to bring them 
some income, pending the time that local demand will 
once more call them into service in the support of business 
and industry in the particular area where thev originate. 
To some extent the needs of the banks growing out of 
this condition of affairs were for a long time met by the 
development of so-called ‘“‘comme reial paper ”’—notes 
made in round amounts by well-known concerns of the 
larger size which were desirous of raising working capital. 
Such commercial paper was retailed or “ peddled”’ among 
the banks, particularly among the smaller institutions, 
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by representatives of commercial paper “houses,’’ who 
thus supplied a means whereby the funds of the local 
banks could be kept occupied. 

But commercial paper has always borne a relatively 
low rate of interest, while at times the stock market has 
been willing to pay a very much higher one. Accordingly, 
there has always been a conflict between commercial 
paper and stock exchange loans, the two types of invest- 
ments competing with one another as a medium for the 
funds of the smaller banks. As the years have gone by, 
the volume of commercial paper has tended to become 
relatively smaller and smaller, while the volume of stock 
exchange loans has increased out of all proportion. 
Country banks have sent their “spare”’ funds, whenever 
they have had them, to the city; and the banks there, 
acting for the country banks, have loaned these funds 
either direct to operators in securities or else to brokers, 
and through the latter to the securities’ buyer and seller. 
The basis of the whole operation has been the collateral 
note, a demand obligation for the most part executed by 
the borrower in favour of the bank and protected by 
specified securities which were in his possession. As a 
rule, he has endorsed these securities in blank, and has 
turned them over to the bank in order that the latter 
might, in case of non-payment of the loan, order them sold. 
The demand note which he has signed has usually con- 
tained a clause authorizing the banker to sell the securi- 
ties at any time he chose, if the borrower did not upon 
request provide the banker with an additional supply of 
collateral. Thus the function of taking care of or pro- 
tecting such paper has been found simply in maintaining 
an adequate force of clerks whose duty it was carefully 
to follow the “ticker” quotations, as the latter came from 
the stock exchange. Whenever a given stock, held as 
collateral against the note, falls in quotation, the appro- 
priate bank officer then calls upon the borrower either 
to supply more collateral or else to pay off the loan, and 
failing in the latter, he himself orders the collateral sold. 
It does not much matter whether loans of this kind are 
made direct to the speculator, or are made to brokers 
who re-lend—the point of the whole matter is that the 
banker who makes the loan is becoming in effect a part- 
owner of securities, and his portfolio is involved in stock 
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exchange values to the extent that he “carries” such 
loans. It is quite beside the mark to suggest that the 
collateral is immediately saleable and is, therefore, a 
thoroughly liquid element in the portfolio. This is true 
only of small amounts of securities, and holds good only 
so long as the amount of securities thrown upon the 
market is a small one. Whenever the banks have become 
heavily involved in loans of this kind, however, the case 
is changed. Their portfolios then become “frozen”’ or 
non-liquid to a very large extent, and it is quite out of the 
question for them to insist upon being settled with in the 
event of a shrinkage. Such a demand on their part would, 
in fact, merely result in causing bankruptcies and in 
inflicting losses upon themselves due to the shrinkage of 
paper values. 

There is nothing in this type of lending, perhaps, which 
is in itself objectionable or bad from the banking stand- 
point in the abstract. American banks have, however, 
always been inclined to give a premier position in their 
portfolios to loans of this class, instead of treating them 
as distinctly secondary—the method pursued by com- 
mercial bankers in other nations. The sound practice 
of commercial banking of course calls for assignment of 
the primary position in the bank’s portfolio to commercial 
paper, and call loans should be subordinated, so far as 
possible, to such paper. In the United States, however, 
the commercial portfolio has been given a distinctly 
secondary place, the most important position (and, from 
the standpoint of the ordinary banker, the most liquid) 
being assumed by the collateral loans. The outcome of 
this point of view, of course, has been to retard the 
development of a genuine money market, without which 
a satisfactorily liquid position of the portfolio cannot 
usually be maintained. 

This state of things was clearly recognized at the time 
of the adoption of the Federal Reserve Act; and it was 
supposed that, in the administration of that Act, effort 
would be made to bring about a reshaping of prevailing 
practice. It was with this in mind that the bankers’ 
acceptance was authorized, and that Reserve banks 
were requested to undertake the development of a money 
market. The Reserve banks, however, from the start 
fell in with the older practice, because it wascomparatively 
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easy to do so. Instead of being leaders of the money 
market, they have themselves become discounters and 
buyers of collateral paper. Because of this practice 
they find it difficult, naturally, to inquire into the purposes 
for which the paper they buy is being drawn. Effort 
has been made under the Federal system to make certain 
that paper presented for discount was “ issued or drawn 
for a commercial purpose.’’ A reasonable amount of 
success in this connection has been enjoyed. But even 
the greatest of success in selecting paper with a view to 
the commercial purpose for which it is drawn does not 
suffice to prevent the use of the proceeds of the paper in 
an entirely different way. So it has come about that, 
notwithstanding the fact that Federal Reserve banks are 
expressly forbidden to discount paper drawn for the 
purpose of trading in speculative securities, they are 
constantly advancing funds to banks whose sole purpose 
in discounting or borrowing the money is to purchase 
such securities themselves, or to lend to others who are 
expecting todo so. In the original Federal Reserve Act 
it was provided that no loans should be made upon 
collateral security, the paper to be discounted being 
presumably that which grew out of actual business trans- 
actions. During the war, however, the practice of lending 
upon paper secured by Government bonds became well- 
established as a phase of public finance. Since the 
close of the war, it has been continued as a part of the 
practice of the Treasury Department with a view to 
financing the Government by means of short-term certifi- 
cates. The result is that banks today have no trouble 
in getting all the funds that they need from Federal 
Reserve banks for the purpose of speculation; and, 
indeed, within recent months, the efforts of the Stock 
xchange to hold call money steady at a figure between 
34 and 4 per cent. (an effort more or less successful up 
to the time of the recent advance dating from about 
May 1) were carried into effect chiefly by issuing 
requests, when money supplies were short, to a specified 
number of local New York banks to offer more funds at 
the “money desk”’ in the exchange, in order to keep 
rates down. If the banks could not provide these funds 
from their own resources, they simply obtained them 
from the Federal Reserve banks. Somewhat parallel 
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practices have existed elsewhere, although the working 
of the system is for obvious reasons seen at its clearest 
and best in the New York market. 

It is thus a fair generalization to say that the practice 
of speculative lending on securities which has for long 
years prevailed among American banks is more general 
now than ever before, and involves far larger quantities 
of funds than ever in the past. It is also entirely fair to 
say that the operation of the Federal Reserve system, 
instead of controlling or curtailing this practice, has 
tended to strengthen or to aggravate it, in view of the 
fact that the system has been administered in the way 
that has actually been the case. The question how far 
the practice really affects the underlyi ing nature of 
American banking, and is likely to modify it in the future, 
thus becomes an exceptionally interesting problem in 
general banking policy. It should be borne in mind that, 
as just stated, resort to Stock Exchange loans is not a 
secondary or incidental expedient with ‘American banks, 
but is a regularly established, staple form of business 
with them, one of the types of lending that is permanent 
and furnishes a continuous element of the portfolio. 
Indeed, instead of it being true, as is sometimes stated, 
that such loans furnish a means of employing the spare 
funds of American banks, it may undoubtedly be said of 
a good many banks that the speculative loans are the 
regular staple of their business, and that it is commercial 
and industrial paper which constitutes the outlet for 
surplus funds. 

Some estimate of the truth of the situation may be 
obtained by contrasting the amounts of loans that are 
currently being made on commercial paper, on securities, 
and in various other ways. Such a comparative state- 
ment is presented from week to week in the reports fur- 
nished by some 63g selected member banks located in 
the principal cities of the United States. The latest 
statements show that, at the beginning of July, loans and 
discounts amounted to $16,088,000,000, while loans on 
stocks and bonds were $6,900,000,000, and ‘“‘all other’”’ 
(largely on collateral), $9,038,000,000. At the same 
time investments were $6,647,000,ec0. The tendency 
for the past few months has been strongly in the 
direction of increasing loans on stocks and bonds while 
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investments have occasionally decreased, 


moderately. 


The statement referred to is as follows: 


Loans and investments, total . 
Loans and discounts, total 
secured by U.S. Government 
obligations. = 
Secured by stoe ks and ‘bonds re 
\ll other loans and discounts . . 
Investments, total R 
U.S. Government see urities 


Other bonds, steeks and securi- 


ties 


Reserve balances with F.R. 


banks .. 
Cash in vault . - 
Net demand deposits .. 
Time deposits mas 
Government deposits .. 
Due from banks 
Due to banks 


Borrowings from F.R. banks, 


total ‘ oe il 
Secured by U.S. Government 
obligations 
All other 


$2 
If 


July 3, 1928 
2.735.900.0000 
i,088,762.000 
140,982,000 
6.909,662.000 
9,038, 118,000 
6,647,138,000 
3,009,378 ,000 


3,637,760,000 


1,786,842,000 
251,500,000 
13,573, 888,000 
6,991,903,000 
162,535,000 
1.229.810, 000 
3,391,977 ,000 


959,673,000 


650,999,000 
308,674,000 


Week 
$307.106,000 
339,066,000 


12,548.000 
239,508 000 
87,010,000 
31,960,000 
7,246,000 


24,714,000 


$7,536,000 
910,000 
330,262,000 
11,703,000 
40,148,000 
145.090,000 
301,461,000 


156,855,000 


67,019,000 
89,836,000 


but only very 


Year 
1.342.000 
7,22 


$1.8 
1,3 0,000 


71,3 
37.2 
22,396,000 
812,004,000 
$92,820,000 
544.1 22-000 
$45.599,000 


98,525,000 


94,584,000 
26,381,000 
151,488,000 
735,651,000 
30,279,000 
37,904,000 
60,325,000 


615,139,000 


$13,478,000 
201,661,000 


Increase. Decrease. 


While there is an element of real estate holdings in 
the item of investments, they are for the most part to be 
regarded as consisting of stocks and bonds. The sums 
W hich have been loaned on real estate direct should also 
be included undoubtedly in the investments and loans 
on securities as representing the partially “frozen” or 
“tied up” element in American banking portfolios, which, 
nevertheless, is counted as resources behind demand 
deposits. Looking at the matter in this way, it would 
seem that probably about three-fifths of the banking 
operations of the country are in one way or another 
connected with the securities market. They may be 
entered into by buying outright the bonds or other long- 
time obligations of business enterprises, or they may be 
undertaken by lending to individuals funds with which 
the latter may wish to buy (either outright or on margin) 
such securities or other long-time obligations; but the 
effect is much the same in either case. 

In these circumstances the absence of a money market 
of genuine scope and activity in the United States becomes 
a phenomenon of utmost interest. Difficulty in finding 
anyone to buy bankers’ acceptances has led (as noted in 
former articles) to the practice of Resérve banks in 
becoming residual buyers of such paper, except to the 
extent that they are able to distribute it again to a very 
limited and special class of buyers representative of 
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foreign central banks, financial enterprises which for one 
reason or another need to hold some short-term paper of 
that kind, and others in somewhat similar position. 
The Reserve banks, of course, as already intimated, tend 
to ‘‘freeze”’ a part of their own assets by thus becoming 
the buyers of all such acceptances as may be “dumped”’ 
upon them. As for the commercial paper issued by 
commercial paper houses, it has been falling off of late 
years, and the aggregate amount of it, according to a recent 
estimate, was probably not over $600,000,000. Com- 
mercial paper houses, however, have had a hard time in 
distributing even this small volume of paper to buyers 
who had become infected with the idea of putting their 
funds intoStock Exchange loans or buying Stock Exchange 
securities in the belief that they can be readily marketed 
without loss whenever the owner thinks it necessary to 
sell them. As for the paper of local borrowers, directly 
discounted with local banks, that will, of course, always 
continue in moderate amount; but the borrowings 
formerly negotiated by the larger concerns have been 
declining, due to the fact that such enterprises have been 
more and more financing themselves through the issues 
of stocks and bonds. 

The outcome of this trend in American banking is 
seen in the constantly increasing tendency of large 
industrial enterprises, which have already financed them- 
selves handsomely by selling their own securities, to go 
into the market as lenders in competition with bankers 
and financial houses. For example, a large steel or 
chemical manufacturing concern may have raised a 
considerable sum through the issue of preferred stock. 
This sum is, perhaps, in excess of the concern’s special 
needs for current requirements. It, therefore, lends the 
excess amount in the stock market. When business is 
slack, and smaller sums only are required in carrying 
inventory, the concern repeats the process. 

It seldom buys commercial paper or acceptances, 
although it frequently purchases Government short-term 
certificates or Stock Exchange securities of various kinds. 
Of course, this method of financing tends more and more 
to take business away from the banks, and, especially in 
smaller places, to confine them to the relatively unim- 
portant local paper which grows out of retailing and the 
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smaller type of manufacturing enterprises. Thus the 
banks themselves often reason that, in order to maintain 
in their portfolios a percentage of resources which can be 
positively counted on as a means of raising cash, it is 
necessary for them to go into the stock market, since 
otherwise they have had their entire funds engaged in 
local paper which is of the “frozen” variety already 
referred to. In some cases there is truth in this con- 
tention; but it is undoubtedly a fact that the present 
situation has been greatly developed, if not brought on, 
by the fact that the banks have been inclined to allow 
themselves to fall in with it, and to practise exactly the 
same methods of which they complain. 

There seems to be no immediate influence that can 
be relied upon to modify or correct the practices in 
American bank lending which have thus been described. 
Possibly the most effective means of modification would 
be found in the adoption of new policies by the Federal 
Reserve system. If the Reserve banks were willing to go 
into the open market (as they can under the existing law, 
but never have), and to purchase freely good two-name 
paper, reselling it whenever conditions require, they 
would furnish some leadership in the money market, 
and might readily be successful in building up a credit 
structure entirely different from that which exists at the 
present time. This they have thus far resolutely refused 
to do, chiefly, it would seem, on account of the opposition 
encountered from the larger banks. They are not at 
all events playing the same part as do other central 
banks, and apparently feel no particular inclination to 
assume it. Branch banking would also tend to improve 
the situation and to diminish the reliance upon stock 
market lending, while at the same time undoubtedly 
furnishing a more responsible and more flexible credit 
mechanism for use in the smaller cities as well as in the 
country places. Thus far, the rather irrational opposition 
to branch banking which has existed widely throughout 
the United States has prevented that method of bank 
organization from making more than very slow progress, 
and while change is anticipated as a probable future 
development it is still a matter of conjecture or 
prediction rather than of definite fact. 

This aspect of American banking lending undoubtedly 
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explains a great many elements in the state of things in 
the New York market which otherwise would be hard to 
analyse. Especially does it throw light upon the con- 
tinued tendency to stringency and money fluctuation 
which persists, notwithstanding the organization of a 
central banking system. Necessarily also, it weakens 
confidence in New York as a centre of financing, because 
it shows one of the underlying reasons for the lack of 
reliable money market organization. 


Australian Banking 
A New Policy 


The Associated Australian Banks in London have 
intimated to other banks that as from September 29 
Australian banks will open current accounts at their 
Australian offices for their banking correspondents. A 
commission of one-eighth of I per cent. will be charged 
upon the turnover on such accounts. 

As is well known, non-Australasian banks cannot now 
open branches in Australia, and hitherto no overseas 
banks have been able to open accounts with Australian 
banks in Australia. The new development may ultimately 
increase funds in Australia, though it must be remembered 
that overseas banks cannot earn interest on liquid funds 
in the Commonwealth. 

The step ought to be welcomed as a sign of a more 
broad-minded policy on the part of Australian banks. 
They are bound to benefit by it in the long run. 


Death of Mr. Charles Arbuthnot 


On September 27 died Charles George Arbuthnot, a 
director of the Bank of England and chairman of 
Arbuthnot, Latham and Company, Limited. Born in 
October 1846, he was the eldest son of John Alves 
Arbuthnot, of Coworth Park, Sunningdale. 
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REICHSBANK 

T HE gold holding of the Reichsbank underwent a 

considerable increase during the last few months. 

In addition to gold purchased from the State Bank 
of the U.S.S.R., considerable amounts have been received 
through arbitrage from London. Apart from the amounts 
bought for Germany in the open market, large amounts 
have also been withdrawn from the Bank of England for 
shipment to Germany. Although the Reichsbank does 
not wish to appear to encourage this movement, it accepts 
none the less the delivery of gold at its Hamburg, Bremen, 
and Cologne branches; asa result of which the shipment 
of gold becomes profitable at the exchange rate of 20°353. 

The shares of the Reichsbank have appreciated con- 
siderably during the last few months. Official circles 
consider the rise unjustified, as arrangements are expected 
to be made to dispose of the accumulated reserve and of 
the substantial profits without distributing too large a 
dividend to the shareholders. 

There is much discussion in financial circles in Germany 
about the question of the re-election of Dr. Schacht as 
president of the Reichsbank. In virtue of Article 6 of 
the Banking Law of 1924, the term of office of the presi- 
dent expires in October. It is believed in official quarters, 
however, that the election will not be held until next 
April, and that even then it will be simply a matter of 
form, as Dr. Schacht’s powers will be extended for 
another four years. 

Although Dr. Schacht has been severely criticized in 
German banking circles and in part of the Press, mainly 
on account of his attitude towards external borrowing, 
it is none the less believed that he fulfilled his difficult 
task satisfactorily. 

3ANK OF ITALY 

On September 15, £125,000 sovereigns were taken 
from the Bank of England for shipment to the Bank of 
Italy. This transaction has been carried out in virtue 
of the Churchill-Volpi agreement of 1926, according to 
which the Italian gold deposit at the Bank of England 
will be gradually repatriated simultaneously with the 
payment of war debt instalments. 
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SWEDISH RIKSBANK 

A conference will be held in the autumn, presumably 
in Stockholm, by the leaders of the Riksbank, Bank of 
Norway, and the Danish National Bank, to discuss the 
revival of the Scandinavian Monetary Union. The three 
Scandinavian countries are on an effective gold basis, 
but the Convention of 1873 does not actually operate as 
there are no gold coins in circulation, and the most 
important provision of the Convention was that gold 
coins should be interchangeable. 

As at least two of the three countries prefer to remain 
on a gold bullion standard, this clause is not likely to be 
inserted in the new agreement. Possibly the silver token 
money will become interchangeable again. 

The question of the admission of other countries in 
the revived Union will also be discussed. Estonia has 
adopted the Scandinavian monetary unit and is on a 
gold basis, so that her admission would be a simple 
matter. 

Finland will probably change her monetary unit so 
as to be able to join the Union. Although the Icelandic 
kroner is at a discount in relation to Scandinavian kronen 
and that country is not willing to deflate, possibly Iceland 
will join the Union nevertheless, and bring her currency 
into line with those of her sister countries by means of a 
devaluation. 

DANISH NATIONAL BANK 

The Danish National Bank sold to the Reichsbank 
gold to the amount of about £500,000. The result of this 
transaction was a weakness of the Danish Exchange. 
Although, according to the Danish Monetary Law, the 
export of gold is only free to countries which are them- 
selves on an effective gold basis, the National Bank pre- 
ferred to export its gold to Germany rather than to a 
country with a gold currency, owing to the favourable 
exchange rate obtained. The reserve ratio is still 
equivalent to 56°6 per cent. of the note circulation 
against the legal minimum of 50 per cent. 

NATIONAL BANK OF BULGARIA 

At the Geneva meeting of the League of Nations it 
was decided to appoint M. René Sharron, foreign observer 
of the National Bank of Bulgaria. M. Sharron has been 
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in Sofia for the last two years as commissioner of the 
League of Nations for the refugee settlement. 


NATIONAL BANK OF RUMANIA 

An official denial is issued to certain reports that the 
National Bank has mortgaged its external gold reserve, 
and that foreign financiers have demanded as one of the 
conditions of the loan that the bank shall pledge the gold 
deposited by it in the Bank of England. It is officially 
stated that there is no truth in this report. The gold 
reserve of the National Bank, whether in Rumania or 
abroad, is entirely free from any mortgage, and there has 
never been any suggestion that the financial operations 
of the Rumanian Government should be guaranteed by 
the gold of the National Bank. 

It is understood that the gold coins, amounting to 
about £1,000,000, which were minted at the Royal Mint 
were clispatched to the National Bank in August. 


STATE BANK OF THE U.S.S.R. 

The net profits of the State Bank of the U.S.S.R. for 
the first half of the financial year 1927-1928 amounted 
to 99,400,000 roubles. 

Mr. Scheinmann, president of the State Bank of the 
U.S.S.R., has resigned his office. It is reported that he 
will be appointed Russian Trade Representative in the 
United States. 


Chicago Bank Amalgamation 


Announcement is made of the impending consolidation 
of the Continental National Bank and Trust Company, 
Chicago, and the Illinois Merchants’ Trust Company, 
Chicago. The new bank, which will be known as the 
Continental Illinois Bank and Trust Company, will 
have a paid-up capital of $75,000,000 (approximately 
£15,000,000), a surplus of $65,000,000, and a reserve fund 
of $10,000,000. It will be the largest bank in the United 
States outside New York. Deposits will approximate 
$900,000,000, and the total resources will exceed 
$1,000,000,000. There will be an affiliated company— 
the Continental Illinois Company--engaged in under- 
writing, wholesaling, and retailing investment securities, 
with a paid-up capital of $20,000,000. 

Cc 
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Some Notes on Old Lombard Street 


By Dr. Kenneth Rogers 


chants who settled there over six centuries ago. 

Though they were called Lombards in a general 
way, some of the chief companies had their headquarters 
in towns outside Lombardy, such as Florence, Lucca, and 
Genoa. It is only necessary here to refer briefly to the 
fact that they were in time succeeded by the goldsmiths— 
in advancing money on objects of value or other security 
—and that they in turn merged into, and were succeeded 
by, the bankers. Here, by Pope’s Head Alley, stood the 
house of one of the great Lombard Companies, the Bardi; 
while, long afterwards, Sir Robert Viner, one of the last 
of the great goldsmith-bankers (as we may call them), 
lived close to the Church of St. Mary Woolnoth. In 
such a street every site has a story, though the buildings 
thereon have often changed; and it is fascinating to 
attempt to picture the figures of the past, for so many 
of whom, century after century, the bells of St. Mary 
Woolnoth and of St. Edmund’s tolled the close of their 
earthly scene. William de la Pole, favourite merchant 
of Edward III, and his descendants of that unfortunate 
race, frequently wended their way to their mansion by 
Pope’s Head Alley. In the “ Pope’s Head”’ tavern, the 
“White Horse,’ and the “ Cardinal’s Hat,” the varying 
fortunes of the White Rose and the Red were discussed 
during the troubled fifteenth century and, in this now 
peaceful street, daggers were drawn for slight enough 
cause! Up and down the street passed Gresham and Sir 
Martin Bowes, the famous goldsmith, to take two noted 
residents of the Tudor period. 

Two consecutive burial entries at St. Mary Woolnoth 
show that brawls were frequent :—1595-6: ‘‘ William 
Backe, one of Her Majesty’s servauntes of the Garde, 
who was slaine in the Taverne called . . . the Bishopp’s 
Head ”’; ‘“‘ Adrian Thomas ... out of the house of 
John Kerby, Trompett Maker, who dyed of a hurte in 
fight.” 


, "HE street derived its name from the Italian mer- 
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In the time of Charles II, the immortal diarist, Samuel 
Pepys, gives us many characteristic glimpses of the street 
and people. 

Mr. Hilton Price wrote an interesting account of 
many of the old signs, and I will now add a few remarks 
on these, as far as possible avoiding repetition of matter 
already published. 

The south side of the street : 

“The Cock’ formerly stood at No. 1, by Stocks 
Market. When King William Street was made, it formed 
part of the banking house of Messrs. Smith, Payne and 
Smith’s. 

“The Angel ’”’ probably corresponded to No. 4 or 5, 
and the “ Three Crowns ”’ to No. 8. 

The “ Royal Oak ”’ tavern was probably in, or close 
to, Dove Court; this may have been a later sign for the 
““Moon”’ tavern, which was near another tavern called 
“le Sonne ”’ in 1412; or for the “ Sun.” 

Sir Robert Viner’s house, afterwards the General 
Post Office, stood east of the church. 

The “ Phoenix,” formerly “‘ Ye Buck and Cock,” 
stood between the Post Office and the church. 

The ‘‘ White Horse” tavern: This house, visited 
by Pepys, stood, I have reason to believe, on the site 
of Sir Robert Viner’s house. It was kept by a vintner 
named Abraham Browne (whose name I discovered), 
whose wife was admired by the amorous diarist ; though 
he found ‘“ her husband the simplest looked fellow and 
old that ever I saw.’”’ Between the Post Office, No. 11, 
and Lloyd’s Coffee House, Nos. 16 and 17, two signs were 
the “‘ Three Hats ”’ and the “ Crown.”’ 

No. 15, Messrs. Coutts & Co.’s Bank—formerly 
Robarts Lubbock & Co. This covers the sites of ‘‘Pontac’s 
Head” and of Lloyd’s Coffee House. Pontac’s was 
afterwards on the east side of Abchurch Lane, and was, 
from about 1690 to 1750, one of the most famous eating 
houses in London, frequently referred to by the writers 
of the period. 

The “‘ Taverne atte Belle ’’ and the “ Sarisinesheved ”’ 
were signs of houses near the corner of St. Clement’s 
Lane. They were bequeathed by John de Chichestre, 
goldsmith,, by his will in 1380. Probably the Royal 
Insurance Company occupies their site. 
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| VIEW. OF LOMBARD STREET Early XIXth Century, | 
| ..shewing St. Edmund’s Church. j 

The north side of the street : 

George Yard commemorates the ancient George 
Inn. John Paston wrote, in 1472, that the Earl of Arran 
‘is lodgyd at the George in Lombard Street.” 

The ‘“‘ Herts Hed on the Hoop ”’ stood about the site 


of No. 60, between St. Edmund’s Church and Birchin 
Lane. It was a brewery in 1385. Nos. 65 to 67, Messrs. 
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Glyn Mills & Co.’s Bank, occupies the site of Sir Martin 
Bowes’s property, which he left to the Goldsmiths’ 
Company. The “ Salutation”’ tavern and the “ Spotted 
Dog’”’ were two tenements here. The “ Plough ”’ was 
at the corner, No. 67 (Martin). 

“ Garraway’s’”’: This celebrated coffee-house stood 
behind No. 68, in Change Alley. I think that Thomas 
Garraway started business on this site about 1670, perhaps 
on the site of the house formerly called ‘‘ Morat the 
Great.” 

‘“ Jonathan’s’’’: This noted coffee-house was on the 
north side of Exchange Alley. I discovered that it 
belonged to Jonathan Miles, coffee-man, in 1682 and 
later, from whom it was no doubt named. 

No. 68: The “ Grasshopper.”’ Mr. J. Biddulph Mar- 
tin placed the “‘ White Horse” tavern at No. 70, but 
stated that the “‘ Unicorn,”’ No. 69, abutted on a messuage 
formerly called the “ Star’’ on the west. Possibly the 
“White Horse Head,” conveyed to Henry Kettlewood, 
goldsmith, in 1584, stood at No. 7o. 

The ‘“ Pope’s Head” tavern and Alley, between 
Nos. 73 and 74: This property passed from the De la 
Poles to the famous Mayor, Sir William Estield, whose 
grandson, John Bohun, succeeded to it. In 1615 Sir 
Wm. Craven bequeathed it to the Merchant Taylors’ 
Company. The site now belongs to Lloyds Bank. 
Pepys records many visits there, partly on “ business ”’ 
engagements! It was called the “ Bishop’s Head” 
for a time after the Reformation. 

The “ Golden Fleece ”’ was at the corner of the Alley— 
I think at No. 73 (Hilton Price placed the “‘ Fox ”’ at this 
number). 

The “ Fox,” the ‘‘ Mermaid,’’ and the ‘ Goat’ 
appear to correspond to the modern numbers 74 to 76. 
In a list of 1682 the names are in this order: Thomas 
Price {the ‘‘ Goat ’’}; Valentine Duncombe; Peter Wade 
and Christopher Hooper {“‘ Mermaid’’}; John Snell 
(“Fox ’’}; John Ballard [‘‘ Unicorn ’’}; Charles Dun- 
combe [‘‘ Grasshopper’’}. In 1692 Richard Smith re- 
places Charles Duncombe. The signs, in brackets, are 
given by the 1677 Directory. If Hilton Price located 
the “ Fox” correctly at No. 73, this would place the 
“Mermaid ” at 74 and the “ Goat” at 75. A foundling 
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“VIEW OF LOMBARD STREET 
Early X1Xth Century. 


child was picked up “at the Fleece door next Pope's 
Head Alley ”’ in 1677. 

The “‘ Cardinal’s Hat ’’ tavern—passage entry between 
Nos. 78 and 79: I find that the initials on the token of 
this house—I.M.S.—were those of John Steele, vintner, 
and Mary his wife. 
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The “‘ Sugar Loaf ’”’ and the “‘ Heart and Crowne and 
White Horse ’”’ were the signs of houses on the west of 
the ‘‘ Cardinal’s Hat.’’ No. 84 was formerly called the 
“Golden Key.” The “‘ Seven Stars ”’ must have been the 
same house, or close to it, for Hatton (1708) gives it as 
the end house westwards in the parish of St. Mary 
Woolnoth. The sign appears to be on No. 80 or 81 today. 

We must bear in mind that the old houses, from which 
the various signs swung far across the street, were not 
merely business premises, but the dwelling-houses of the 
merchants and tradesmen. Within their walls generation 
after generation of Londoners were born and died. May 
I suggest that when several old numbers are merged into 
one large block, the fact be recorded outside the modern 
buildings; and that the position of such old landmarks 
as Pope’s Head Alley be marked on the wall? Each 
separate site had a history, and the task of locating the 
signs and sites becomes more and more difficult, and even 


the parish boundary marks are disappearing. 
(The illustrations of Old Lombard Street are reproduced by the courtesy of the 
Royal Insurance Company.) 


The French Budget and 
Inter- Allied Debts 


By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


Tosi question of M. Poincaré’s policy concerning inter- 
Allied debts has been raised in the last few days in 
the Commission of Finance of the Chamber. A 
Socialist deputy has pointed out, not without justice, 
that the French Government is paving to its creditors 
the exact amounts provided by agreements not yet 
ratified, and that this involved bearing all the incon- 
veniences and losing all the advantages envisaged in the 
texts not yet submitted to the approval of Parliament. 

These reflections are to the point at the moment when 
the budget for 1929 is open to discussion. If the British 
Government has had the courtesy to maintain, in spite 
of the absence of ratification, the partial mcratorium 
which I obtained for five years in 1925, we still do not 
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know whether the United States wil] forgo the repay- 
ment for stocks supplied— 407 million dollars—-which 
I'rance is due to make on August I of next year, unless 
she ratifies the Mellon-Bérenger agreement which merges 
the commercial debt into the total obligations. 

In truth the position of France in respect to its 
American creditors will be delicate enough in 1929, 
especially if the question of the revision of the Dawes 
Plan is raised. Ifthe debt agreements had been ratified at 
the time a serious modification of the German payments 
would naturally open the road to a general revision. 
The obscure path pursued by the Poincaré Government 
has deprived France of the substitution of debts which a 
ratification would have secured and loads all future 
negotiations with the burden of previous obligations. 

Certainly it is not the first time in this question of 
inter-Allied debts that M. Poincaré has shown hesitation 
and timidity before realities and has lost favourable 
occasions for taking the necessary steps. Several times 
he has had the chance of achieving the great clearing 
operation desired by all those who are justly alarmed by 
transfers conceived on an astronomical scale; and he has 
always remained immobile, vainly opposing the urgent 
necessities of world economy with juridical constructions 
based on literal ys seer of diplomatic texts. 

Thus, in 1922, before Great Britain had undertaken 
the negotiations for the consolidation of its American 
debt, he was faced in the Balfour Note by a proposition 
to precede the conversations with Washington by a 

vast transaction’”’ on inter-European debts, which 
the evidence seems to show would have changed the 
attitude of the American creditor. M. Poincaré did not 
understand. Absorbed by the pursuit of reparations he 
postponed the question of debts; he obstinately persisted 
in introducing into the State accounts distinctions even 
more sentimental than juridical concerning the nature 
of the obligations included in the liabilities as well as the 
assets of France. 

The results were not long in coming; the German 
request for a moratorium brought the French Govern- 
ment face to face with its responsibilities. With much 
greater precision than Lord Balfour, Mr. Bonar Law made 
a fresh proposal for a European clearing transaction : 








32 THE BANKER 





abandonment of the English claim against France, the 
offset of the French debt to the U.S.A. by German 
obligations, with a surplus of several milliard gold marks in 
our favour—such were the general lines of the British offer. 

To estimate its value it is fitting to recall that the 
sum total of French ambition today is to see the inter- 
Allied debts covered by the German payments, and that 
nothing is less certain than the realization of this ambition. 

Doubtless the “‘man in the street’? who had been led 
to envisage cascades of gold marks was badly prepared 
for such a readjustment, but statesmen ought to have 
been free from dangerous illusions, and ready to combat 
widespread error. Doubtless such and such a point, 
such and such a figure was open to discussion, but the 
essential quality of the British proposal was to bring 
within natural limits the grand settlement of war accounts. 

We know how M. Poincaré preferred to enter the 
Ruhr. Six months later, in August 1923, he rejected the 
same proposals renewed by Lord Curzon. He wished to 
remain in the Ruhr, he refused to allow the question of 
the German capacity to pay to be examined by an inter- 

national committee of experts, and the prospect of seeing 
the French debt to England cancelled did not engage his 
attention. 

The march of events did not fail to impose the Dawes 
Plan. The evacuation of the Ruhr without compensation 
was the result. 

Between the proposal of Bonar Law and its repetition 
by Lord Curzon, the question of debts had been trans- 
formed. Whilst M. Poincaré was emphasizing his dis- 
tinctions between the German debts and the inter-Allied 
debts, Great Britain, anxious to maintain its credit, signed 
a definitive agreement regulating its own obligations to 
the United States. 

The successors of M. Poincaré between 1924 and 1926 
had much fewer favourable opportunities than he had 
disdained. From June 21, 1024, Sir Eyre Crowe announced 
that the proposals of Lord Curzon had lapsed. The 
Baldwin-Mellon agreement had come into force, the 
annuities involved were inscribed regularly in the British 
budget, and naturally solicitude to limit the burden on 
the E nglish taxpayer took prior consideration to the too- 
often despised plan of regulating the European transfers. 
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When preoccupied with re-establishing French credit 
on a solid basis—I tackled the problem of debts as soon 
as they came into my charge—it was not in my power to 
revive past conditions. I could only adapt myself to the 
present. The immediate circumstance was the note of 
February 6, 1925, two months previous to my arrival 
at the Ministry, which narrowly restricted the fraction 
of German payments which England would accept in 
transfer. This was the £20 million yearly demanded by 
the British Treasury. 

The goodwill of Mr. Churchill finally resulted in a 
standard annuity of £12,500,000, with reduced payments 
for the first five years, which M. Poincaré has punctually 
paid for two years, suggesting that better terms could 
not have been obtained and thus leaving the Minister of 
Finance to regret the lost days of 1923. 

The same unfavourable circumstances surrounded 
my negotiations with Washington and those of M. 
3érenger. The separate Baldwin-Mellon agreement con- 
tinued to weigh on the transactions. It was the cause 
of the demands of the British Treasury and served as an 
argument to the American Commission to declare our 
offer insufficient. 

3ut it is too long to dwell on a past which has no 
interest except in so far as it enlightens the future. 
Time has lapsed since my colleague at the Senate and 
myself established the basis for agreements, applied today 
under rather surprising conditions, but which show better 
than any other argument how greatly their conclusion 
answered a necessity. 

Their ratification, which I had included in my minis- 
terial programme for 1926, is not only the application 
of the rules of credit laid down by the experts, it is the 
necessary guarantee for the equilibrium of the budget 
of today. Only this ratification in itself will not check 
the development which life imposes on texts and con- 
tracts. The day will return when, as Mr. Bonar Law did 
five years ago, a voice inspired by reason will again invite 
Europeans to join in liquidating by common agreement 
the chaos of debts and oblig gations and, in the words of 
Sir Robert Horne, to remove “one of the greatest obstacles 
to world reconstruction.” 
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Labour and the Nation 
Banking and Currency Policy 


[The Labour Party have issued the following report on Currency Banking and Credit 
which will be reviewed in the November issue by Mr. W. W. Paine, director of Lloyds 
Bank.) 


T the Annual Conference of the Labour Party held 
A in Blackpool in 1927, Mr. J. Ramsay MacDonald 
stated that a Committee was inquiring into 
Banking and Currency Policy, but had not submitted its 
report. In reply to a question as to whether the report 
would be available for consideration before its final adop- 
tion, Mr. MacDonald replied in the affirmative, explaining 
that the only body that could give final adoption to the 
report was the Conference itself. The report of the 
Committee has now been submitted to and approved by 
the National Executive Committee and is published 
herewith. 

“Labour and the Nation,” the general statement on 
Party Policy, was circulated before the accompanying 
report was presented, and it will therefore be necessary 
for the passages dealing with banking and currency 
contained in that document to be brought into harmony 
with the decisions of the Conference on this report before 
the complete programme assumes final and authoritative 
form. 


Report on Currency, Banking and Credit 


HISTORICAL 

The decade 1915-1925 will long be remembered as 
the period of great changes in the price level. During 
the first half of the decade prices rose, until in 1920 the 
f{ had only one-third of its purchasing power at the 
beginning. During the second half, prices fell until the 
£ purchased roughly twice what it did in 1920. These 
changes came about as a result of the financial policy 
that had been adopted, inflation being accepted as 
necessary from Ig15 to 1920 and deflation being actively 
promoted from 1920 to 1925. 

Whatever view be taken of the merits of the post-war 
policy there are grounds for profound disquiet in the 
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fact that during the years 1920 to 1925 the financial 
interests were able, almost without challenge, to force 
the nation up the long uphill road of deflation. Involving, 
as it did, the most serious industrial and _ social 
consequences, it was clearly the most vital decision 
taken during those years. Yet it was the subject of 
astonishingly little political discussion. Indeed, until its 
consequences became painfully manifest, criticism of it 
was almost wholly confined to a few experts who foresaw 
what was going to happen. The most striking lesson of 
the whole episode would seem to be that there is an 
altogether insufficient connection between the political 
democracy of the country and the forces which determine 
this kind of policy. Yet it is impossible to argue that 
Parliament could not have intervened if it had had the 
will and the ability. The policy adopted may have been 
put into operation in the main by the Bank of England, 
but the Bank seems to have had the full support and 
authority of the Treasury behind it. What was lacking 
was an informed Parliamentary and public opinion, and 
the attitude of mind which regards such an issue as this 
as a matter of vital public concern. The basis of the 
trouble seems to have been the idea that the whole 
subject was within the province of the Bank and could 
safely be left to the Bank and to Treasury officials to 
settle. 


CURRENCY POLICY IN THE FUTURE 


In deciding the right currency policy for the future 
the inherent difficulties of the problem must be borne in 
mind. If the gold standard is adhered to we must submit 
to fluctuations in the level of prices whenever prices 
change materially in the outside world. Indeed, if world 
prices fall, we must, by raising the bank rate and by 
restricting the supply of credit, induce a corresponding 
fall in our domestic price level at the expense of industrial 
depression. If world prices rise we may have a corre- 
sponding boom at the expense of an increase in the cost 
of living. If, on the other hand, we abandon gold and 
relate our currency to goods, we must be content to see the 
value of the £ fluctuate considerably in terms of foreign 
currencies ; and we may find our regulatory efforts very 
difficult if there be a striking shortage or a glut in the 
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supply of some of the staple world commodities such as 
cotton and wheat. 

The soundest view of the problem seems to be that 
the currency question is less a national than a world 
question. It is to the interest of the world as a whole 
both that prices should be stable and that exchanges 
should be stable. One nation acting independently can 
make certain of obtaining at most one of these objectives ; 
the principal nations of the world acting in co-operation 
could achieve both. This was the policy propounded at 
the Genoa Conference in 1922, where it was proposed 
that the central banks of the different countries should 
confer with a wiew to the general maintenance of stable 
gold prices. This is the only really satisfactory solution 
of the problem; and the true policy for this country is 
to do all in its power to implement the Genoa proposals. 

In this connection it must be remembered that the 
demand for gold as the basis of currency in the various 
countries, and particularly in Great Britain, will be a 
serious factor in determining the world purchasing-power 
of gold. If trade recovers in Britain and with its recovery 
a larger supply of currency is required, there are only 
two ways in which this can be brought about. Either a 
greater amount of gold must be attracted to this country, 
or the fiduciary issue must be enlarged, and of these the 
former would have injurious repercussions and, under 
proper safeguards, the latter alternative is to be preferred. 


CREDIT POLICY 

When we turn from currency to credit three points 
have to be carefully borne in mind. First, whatever 
system of banking is in operation there must be a 
relationship, which in practice amounts to a ratio, 
between the maximum amount of credit and the quantity 
of currency. This is necessary, as otherwise there would 
be a danger that more credit would be sought to be 
converted into money than there was currency available. 
Secondly, under different systems, different ratios will 
be found. It is important, therefore, that the system 
should be selected and the ratio decided upon on grounds 
of public policy, and public policy alone. Thirdly, in 
view of the limit in the total amount of credit, it is 
highly desirable, and more than ever desirable in times of 
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stringency, that the best possible use from the national 
point of view should be made of the available supply. 
It is in the shape of credits from banks that industry 
is supplied with an important proportion of its working 
capital. The typical business concern does not wish to 
possess in the form of permanent subscribed capital more 
than it can be reasonably sure of using at all but very 
exceptional times. Otherwise it will frequently find itself 
under the necessity of earning dividends on idle money. 
It is accustomed to look to the banks for the fluctuating 
margin of its working capital. 

Today the banks do exercise to some extent qualitative 
discretion in the allocation of credits. Nevertheless, they 
are profit-earning enterprises which must in the main 
look after the interests of their shareholders; and they 
contrive to maintain an even level of prosperity whether 
the country is doing well or ill. There can be little doubt 
that a considerable portion of the available supply of 
credit, as well as a similar proportion of the national 
savings which are permanently invested, is in the national 
sense wasted in the support of enterprises which are 
nationally useless and may even be noxious. The recent 
course of events on the Stock Exchange indicates that a 
large amount of money is being invested in wildcat 
enterprises—perhaps the modern equivalent of this phrase 
should be electric hare enterprises—and it is reasonable 
to assume that a proportion of the available credit supply 
is being similarly squandered. 

Orthodox economic science takes little heed of such 
tendencies, for the reason that its outlook is wholly 
quantitative and not qualitative. It applied its general 
terms—wealth, production, capital, goods, and so on— 
indiscriminately to bread, clothes, gramophone records, 
cinema films and racing tracks. No well-ordered family 
manages its affairs on such principles, and any true 
social economics must admit of qualitative as well as 
quantitative principles. 


THE CONTROL OF BANKING 
As regards the Bank of England, a little thought will 
show that in fact some of its main functions are not in 
the ordinary sense commercial but governmental. This 
dictum applies, not only to its power of credit control, 
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but to all its manifold activities as the Government’s 
banker. In practice this is to a great extent recognized, 
for, though the Bank is in theory a commercial enterprise 
owned by shareholders, actually its administration is 
conducted in close association with the Treasury and 
with some regard to its national responsibilities. But its 
constitution ought to be such that it would be directly 
under public control, and its governing body should be 
made responsible to the community and not merely to 
individuals. For this pu pose it should include repre- 
sentatives of the Treasury, the Board of Trade, Industry, 
Labour, and the Co-operative Movement. 

Apart from and in addition to control of the central 
banking system there is an obvious need for greater 
facilities for the workers, and this need could mostly be 
met by the extension of Co-operative and Municipal 
Banking. Only a small proportion of a rich man’s 
financial transactions takes place in cash, and the amount 
of cash in proportion to his income which he retains 
permanently in his possession is trifling. The working 
man, on the other hand, finances up to 100 per cent. of 
his transactions in cash, and the financing of wage 
payments involves the use of a very large amount 
of currency. An extension of banking facilities for 
the workers would facilitate small savings, economize 
currency, and increase the supply of credit. 

Further, if the nation is really to control its own life 
and its own lines of development, it will need to control 
investment and the allocation of credit, and to work out 
some qualitative policy in accordance with which such 
control should be exercised. This is to a large extent 
unbroken ground, and an inquiry should take place to 
investigate the best means of carrying this idea into 
practical effect. 


RECOMMENDATIONS 


CURRENCY 


International action is required to secure at one and 
the same time stability of the exchanges and stability of 
the purchasing power of money. Britain should assist 
in this (1) by implementing as soon as possible the 
proposals at Genoa; (2) by amending its currency policy 
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so as not to make an unnecessarily large drain on the 
gold resources of the world. 


BANKING 

The currency and credit policy of this country, on 
which the whole industrial life of the nation depends, 
ought not to continue to be left in the hands of a purely 
private body. Control of the Bank of England ought to 
be vested in a public Corporation containing represen- 
tatives of such essential factors in the community as the 
Treasury, the Board of Trade, Industry, Labour, and 
the Co-operative Movement. 

Existing banking facilities ought to be extended to 
people with small means through the spread of Municipal 
and Co-operative Banks throughout the country. 

CREDIT 

The public interest demands that credit facilities as 
a whole should be available on the most generous scale 
compatible with safety and retention of stable exchanges. 
But adequate steps should be taken to secure qualitative 
and not merely quantitative use of credit. That is to 
say, the interests of the community demand that differ- 
ential financial treatment should be meted out to forms 
of productive enterprise according as their uses are of 
social advantage or the reverse. An inquiry should be 
held to ascertain the best means of securing this object. 

SUMMARY 
The control of the Bank of England by a public 
Corporation containing representatives of such essential 
factors in the community as the Treasury, Board of 
Trade, Industry, Labour, and the Co-operative Movement. 

2. The extension of ex isting banking facilities to 
people with small means by the spread of Municipal and 
Co-operative Banks throughout the country. 

3. Such changes in the banking and financial system 
as will secure that the available supply of credit and of 
savings shall be used for enterprises of national advantage 
as distinct from those that are useless or socially injurious, 
and an inquiry into the best method of achieving this 
purpose. 

4. The carrying out of the Genoa Conference proposals 
of 1922 for the regulation of the value of gold by 
international agreement. 

D 
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Addenda to “ Labour and the Nation” 


The National Executive Committee, in addition to 
presenting the foregoing report on “Banking and 
Currency Policy,” also intimate that the following 
additions have been made to the later editions of 
‘Labour and the Nation,” and will be submitted to the 
Annual Conference at Birmingham in conjunction with 
the other points . policy dealt with in that document : 

Page 16, par. I, line 9, after “date” insert: “Nor is 
there any reason w aii employers should use the existence 
of inferior labour conditions abroad as a weapon to 
degrade labour conditions at home.” 

Page 16, par. I, at end add: “; and for the adoption 
of the principle of equal pay for equal work. Moreover, 
the Labour Party stands for the establishment and 
enforcement of international labour standards through 
the International Labour Organization with the object 
of protecting the workers both at home and abroad.” 

Page 41, par. on “‘ Disarmament,” on third line after 
“disarmament”’ insert: “and in addition the Labour 
Party for its part will stand firm against compulsory 
military service.”’ 

Page 47, section I, at end add : “‘4. The establishment 
and enforcement of international labour standards.” 

Page 49, section VIII, No. 2, at end add: “ 
opposition to compulsory military serv ice.’ 

Page 49, section VIII, at end add: ‘‘7. The esta- 
blishment of diplomatic and commercial relations with the 
Russian Government.” 


and 


Underwriting New Issues 


With regard to the increasing interest of the general 
public in underwriting new issues, the brochure entitled 
‘Underwriting : Its Principles and Practice ” (London, 
1928, Underwriting News, Ltd., price 2s. 6d. neal is a 
welcome publication. It gives a lucid explanation of a 
rather technical procedure. Its hints will be found useful, 
not only for the man in the street wishing to engage in 
the business, but also for firms professionally engaged 
in it. At the same time it is a valuable help to the 
critical examination of prospectuses, 
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Law Reports 
By Our Legal Correspondent 


T would not be an exaggeration to say that out of the 
| many causes of dispute between banker and customer, 

but a very meagre percentage—probably a fraction 
per cent.—get into the Courts. Business is done by 
practical men; and knowledge (or ignorance) of legal 
rights and the plain old principle of compromise continue 
to keep disputes out of the arena of the Courts. 
Occasionally a matter of real principle arises, or the 
magnitude of a question is such as to encourage recourse 
to the Court of Law, and then learned judges take the 
opportunity of enouncing principles of law applicable to 
the particular case. The worst of it is that learned 
judges have a habit of disagreeing as to what is the law. 
No one really knows the law although each of us is 
“presumed ’”’ to know it. But many cases, if not 
proceeding to hearing in Court, come into the lawyers’ 
hands and are worthy of discussion. Of these, two 
instructive cases, so far not taken to the Courts, are 
brought to our notice, and they may be of use to all 
readers since the problems dealt with are of general 
interest and concern. 

The first case relates to a matter that one would have 
thought admitted of little doubt. Yet we have good 
reason for saying that it has been discussed freely in 
banking circles. It affects the application of a well- 
known rule of law to a quite common state of facts, and 
is the more remarkable inasmuch as if there were one 
rule of law and practice that one would have thought was 
completely settled in the working of banking securities, 
it is that which finds formal expression in the printed 
instructions given by the big banks to their officials in 
some such form as this : 

“Wherever notice is received of a second mortgage 
or second charge on any security on which thé bank holds 
a prior charge and is allowing accommodation on the 
account, such account must at once be ruled off and a 
separate account opened for subsequent transactions.” 

D2 
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Overdraft on current account implies the consequences 
that each drawing is a fresh advance. Therefore one gets 
the combined effect of the Rule in Hopkinson v. Rolt and 
the Rule in Clayion’s Case to be provided for. That is 
to say, the former rule deprives a prior mortgagee of any 
priority for further advances made after notice of the 
existence of a later mortgage or charge on the same 
security ; the latter Rule, in the absence of any agreement 
expressed or implied to the contrary, in the case of an 
unbroken current account appropriates credits to debits 
in order of date, so that credit payments are set against 
debits reading the account in the ordinary way * from 
bottom to top. Hence if the overdrawn account is kept 
as a current account without break, on notice of a second 
charge, the bank’s prior charge on the same security is 
postponed as to advances subsequent to such notice to 
the right of the second mortgagee, and as from the date 
of such notice as regards any priority on the security the 
credit payments go in extinguishment of the bank’s debt 
due at that date. 

The case of Deeley v. Lloyds Bank, Ltd. (1912), A.C. 

756, will be remembered as a glaring instance of the 
disaster caused by disregard of the operation of these 
two rules and of the practical safeguard provided by the 
printed rule issued by the bank. And although under 
the new Law of Property Act there is provision made for 
certain exceptions, the general rule restated above is 
not interfered with and still holds good. 

All this is elementary, but we are now invited to deal 
with the case of an advance by way of fixed loan carried 
to credit of current account which account remains in 
credit. Assume the usual bank form of charge covering 
the ultimate balance due at any time. Apparently it 
has been stoutly contended that in such a case if notice 
of a second charge on the same security is received by the 
bank the proper thing to do is at once to break the 
current account and stabilize the account then due on 
the security as being the amount of the fixed loan less 
the amount of credit balance in current account. This 
amount, it is said, is the only amount that can be covered 
on the bank’s first charge in priority to the second charge, 
and it is argued that, to be safe, the bank must draw a 
line at the date of notice of the second charge and open 
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fresh current account as from that date even though 
the current account is in credit and the only advance is 
the fixed loan. 

This appears, at first sight, a singular reading of the 
rule we have alluded to. How is the fixed loan (made on 
the strength of the security) affected by notice of a 
subsequent charge ? What necessity is there for a banker 
to break a current account in credit on notice of a second 
subsequent charge on a security at a time when the only 
debt is the fixed loan? We are informed that one of the 
legal authorities concerned relies on certain passages in a 
book called ‘‘Sheldon’s Practice and Law of Panking,”’ 
although admitting that there is a variety in practice 
as between bankers. It is said that some banks do not 
break the current account in such a case while others do, 
These latter take the view that “ the amount arrived at 
after combining the balances of the loan and the current 
account is all that can be placed against the mortgage 
in priority to the second charge. 

From the same source “the question in brief”’ is 
stated to be : 

‘What is the amount owed by the mortgagor at the 
date when the bank receives notice of the second charge ? 
There is no doubt that the amount owing is the nett debt, 
and the bank could not sue for the loan without giving 
credit for the current account credit balance. In framing 
a writ credit must be given for any credit balances.” 

So far as Mr. Sheldon’s book goes the statement 
appears to be this (at page 201) : 

But if the customer by his own act depreciates the 
value of the security held by a banker as cover for the 
loan, as, for example, by creating a subsequent mortgage 
on a security held to cover the fluctuating balance of an 
account in the usual way, then the banker may, im- 
mediately on receipt of notice of a second charge, combine 
the loan and current accounts. Moreover, if, after 
combination of the accounts, a cheque is presented drawn 
by the customer, the banker is entitled to dishonour it 
without communicating with his customer. For if he 
paid the cheque, the right of recovery of the sum paid 
would be postponed to the second mortgagee’s charge, 
which has priority over all sums advanced by the banker 
after receiving notice of the second charges.” 
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Further, one finds, on page 374 : 

“Tf the mortgage is a security for the ultimate 
balance of account, all the customer’s accounts must be 
combined as from the date of receipt of notice, and the 
resultant balance is the maximum that can be charged 
against the mortgage. And this is so even if the advance 
was made on a loan account repayable on demand and 
credited to a current account which is still in credit. 
The customer, by raising money on the banker’s security, 
has released the banker from his obligation to honour 
the customer’s cheques to the full extent of the loan. 
Furthermore, the balance remaining after combining the 
two accounts is all that the banker can place against the 
mortgage in priority to the second mortgagee.”’ 

Always assuming a fixed loan and a separate current 
account kept distinct altogether from the fixed loan 
account, we are asked, Is this reasoning right ?—our 
correspondent adding: “It is true the question has 
never been decided in the Courts, but I think it must be 
treated on common-sense lines, and I do not think the 
fact that in framing a writ credit would have to be given 
should be allowed to affect our usual practice ’’—-which 
we understand is that notice of a second charge on the 
security where the advance is on fixed loan account does 
not necessitate the breaking of a current account in credit 
and kept strictly separate from the loan account. 

There is, we venture to suggest, a little confusion of 
thought in the matter. No doubt if notice of the second 
charge synchronized with a demand by the bank for 
repayment of the loan the combination of accounts would 
be made and the credit given and the ultimate balance 
would be taken as the secured debt. We venture to think 
that it is not correct to say that on notice of the second 
charge the bank must break the current account. Nor 
is it correct to say that, in circumstances such as stated 
in Sheldon, the banker could refuse to pay a cheque which 
there were assets in the current account to meet. The 
current account in credit would be unaffected by the 
notice and the prior fixed loan would also be unaffected 
as to its priority. At any time that the banker demanded 
repayment of the fixed loan and wished to rely on a 
security covering ultimate balance due he could rely on 
it—if the current account were in credit giving credit as 
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against the debt; if the current account were at that 
time in overdraft being unable to add the overdraft 
(if subsequent to notice of the second charge) to the 
amount of the fixed loan in priority to the second charge. 

There is, we think, no necessity to break a current 
account in credit in such circumstances, nor would pay- 
ments into current account (except by special agreement 
to the contrary) go to diminish or extinguish the fixed 
loan account. Although there is no direct authority in 
— the case of Bradford Old Bank v. Sutcliffe—although 
the facts were different—illustrates what we have said 
as to the normal distinction between current account and 
fixed loan account, always excepting any special arrange- 
ment or course of dealing between banker and customer 
altering the ordinary procedure. 

The second instance we take reveals the following 
facts : 

A director of a private company that has given a 
floating debenture on all its assets to its bankers as 
security for overdraft up to £5,000 already accrued, 
personally guarantees the overdraft up to the same limit 
as an additional security. Within two months of the 
giving of these securities the company goes into voluntary 
liquidation and in the liquidation proceedings the floating 
charge is challenged as being invalid under section 212 of 
the Companies Act: it being alleged that the company 
could not be proved to have been solvent immediately 
after the creation of the charge and the overdraft in respect 
of which it was given having been already incurred. The 
bankers agree and admit that the charge is invalid and 
surrender it, and do not put the liquidator to the expense 
of going to the Court but rely on the personal guarantee 
of the director and demand from him payment of the 
amount. 

The guarantor repudiates liability on the guarantee 
on the following grounds: (1) That the liquidator and the 
bank were both in error in holding that the company was 
insolvent “‘ immediately ’’ after the creation of the charge 
and that insolvency only became the fact one month after 
the date of the debenture and was then due’to the extra- 
ordinary and unexpected failure of a foreign firm in 
business relations with the company to whom that firm 
owed a heavy balance in account. Until the insolvency 
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of that foreign creditor the company was solvent; (2) 
That the bank was wrong therefore in surrendering the 
charge on the liquidator’s demand and that such surrender 
was made under a mistake of fact and could and should 
be cancelled; (3) That in any event the bank could not 
enforce the guarantee according to the law of principal 
and surety since they had surrendered the security 
without proper cause and without being compelled to do 
so by process of law and without the guarantor’s consent, 
thereby depriving the guarantor of the advantage of the 
security on his paying off his principal’s debt. 

In reply it is admitted for the bank that the facts 
stated by the guarantor under (1) are correct and that 
had they noticed that the figures shown them by the 
liquidator proved insolvency a month after the creation 
of the charge they would themselves have thought, if 
their mind had been directed to the point (which it was 
not), that without a decision of the Court to the contrary 
this was not “immediately ”’ after the creation of the 
charge and could not invalidate the debenture. As to 
(2) the bank said that if it were a mutual mistake of “ fact”’ 
they might have been in a position effectively to proceed 
against the liquidator for cancellation of the surrender 
and restoration of the debenture as he had not, at the 
time of the guarantor’s calling their attention to the 
matter, distributed the assets. But the bank doubted 
whether it was not a mistake of “‘law”’ and, if so, giving 
no claim for restoration. 

Further, as to (1) and (2) and as an entire answer to 
(3) above the bank said that they were content with the 
personal security of the director’s guarantee (he being 
personally solvent and financially able to pay), and dic 
not therefore trouble about the debenture, and that in 
any event they were entitled by the express terms of the 
guarantee at any time and for any reason, good or bad, 
to give up the debenture without affecting the lability 
of the guarantor. The terms they relied on in the printed 
form of guarantee were as follows : 

(a) ““ Until repayment of such ultimate balance as 
may become due to the bank from the principal the bank 
shall be entitled to retain, realize or otherwise dispose of 
in such manner as the bank may think fit any securities 
now or hereafter held by the bank and without any 
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liability to account to me for any proportion of such 
securities or of the proceeds thereof until the said ultimate 
balance shall have been satisfied, and in the meantime I 
will not take any steps to enforce against the principal 
any right or claim in respect of any monies paid by us to 
the bank hereunder. . . 

(b) ‘‘ And I equally agree that the bank shall have full 
discretionary power, without any further consent from me, 
and without in any way affecting any liability under this 
guarantee to . . . hold over, renew, or give up in whole or 
in part and from time to time any bills, notes, mortgages, 
charges, liens or other securities received or to be received 
from the principal.” 

The bank, relying on the above clauses of the guaran- 
tee, refused to recognize the relevancy of any of the 
grounds on which the guarantor repudiates the guarantee 
and held him to the strict letter of the guarantee. There- 
upon the guarantor’s advisers set up these further 
grounds for repudiation following (1), (2) and (3) above— 

namely, (4) that clause (a) above did not by its express 
terms cover the case in question and (5) clause (b) was 
not applicable to the circumstances because when nego- 
tiating the guarantee the bank manager and the guaran- 
teeing director both believed, as the fact was, that the 
debenture was valid; that the banker knew the guarantor 
was relying upon it, and that indeed the guarantor had 
said that his guarantee was a mere form as the realization 
of the debenture was a complete cover to which the bank 
manager similarly assented, and said that so long as the 
debenture could be realized to its full account the bank 
would never need to call upon him (the guarantor) ; and 
that therefore there was an implied agreement that the 
bank should look to the debenture first, or at any rate 
see that it was preserved as a protection to the guarantor ; 
and that the fact was that the debenture could have been 
realized to its full amount had it not wrongfuily or under 
mistake been surrendered by the bank; or alternatively | 
that the bank became trustee of the said security for the 
guarantor. 

In this state of facts and on these contentions, in lieu 
of legal proceedings in the Courts, the case was, by agree- 
ment between the parties, submitted to a learned counsel 
of some reputation in banking law, each party agreeing 
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to be bound by his opinion. Hence names of parties and 
any identification of place cannot be given publicity : 
but as a practical problem it is stated in general form as 
above. The opinion of the counsel in question was in 
favour of the bank, and we are informed that it was so 
given on the ruling that the bank was protected by the 
terms of the guarantee in any surrender of the security 
under any circumstances and that the two later grounds 
put forward by the guarantor numbered (5) above did 
not take the case out of the plain meaning of the words of 
the guarantee and on the facts (admitted to be as stated) 
there was no such implied agreement and certainly no 
trust. Even if there were any implied agreement it 
would be inconsistent with and contradictory to the 
words of clause (b) in the guarantee and therefore could 
not be given effect to as against the written contract. 
It became unnecessary therefore to decide on grounds 
(1) and (2) separately, but it was suggested that on the 
admitted facts in (1) the guarantee was not invalid as 
‘immediately ” after the creation of the guarantee the 
company was solvent; and as to (2) it was sufficiently 
a mistake of fact to afford some ground for relief. That 
is to say, that the bank itself might perhaps, had it 
been so minded, have regained the debenture and got a 
declaration as to its validity. Owing to the words of the 
guarantee the bank was not bound to take any such steps 
and were protected sufficiently by the written agreement 
made by the guarantor. 


National Bank of Australasia 


Branches of the National Bank of Australasia have 
been opened at Mitchell and Roma in Queensland, and 
also an agency of William Street Branch, Perth, Western 
Australia, to be known as the City Markets (Wellington 
Street) Agency. Further, Mr. Ernest T. Bell, M.L.A., 
who for many years has been associated with the well- 
known family station of “ Coochin,” has accepted a 
seat on this bank’s Brisbane Board of Advice, thus 
filling the vacancy caused by the decease of the late 
Mr, William Davies, 
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German Banking 
By Our Berlin Correspondent 


HE holiday period which usually finishes in Germany 
by the beginning of September has been somewhat 
prolonged this year, and inactivity still reigned on 

the Bourse at the end of September. Since the business 
of the German banks has been greatly curtailed, con- 
ferences and discussions on current financial and economic 
problems have been absorbing much of the time of the 
leading bankers. The German Bankers’ Conference was 
recently held at Cologne, and the most important 
bankers of Germany delivered themselves on numerous 
economic questions, encountering very little opposition 
from well-attended meetings. The consolidation of 
German economic life was reflected in the uninteresting 
course of the Banking Conference. A few years ago 
the opinions of individual bankers on such important 
economic problems as monetary depreciation and appre- 
ciation, Reichsbank policy, the role of public banks, etc., 
were sharply divided; this time the views on the prac- 
ticability of the Dawes plan, the formation of internal 
capital, and even the utility and danger of external loans 
were almost unanimous. Jacob Goldschmidt, of the 
Darmstadter Bank, was the chief speaker at the con- 
ference, and his speech was only coloured in so far as he 
particularly emphasized the part of the individual and 
of personal initiative in industry and also in banking. 
This is a view seldom heard and therefore all the more 
welcome in a mechanical age. Only the debate on one 
acute question brought more life into the conference, and 
this involved a problem with which banking is only 
indirectly concerned, namely, the granting of credit 
to agriculture. The critical position of German land- 
owners compelled the bankers to consider how they 
could facilitate the raising of credits by agriculturists. 
Various possibilities for financing the harvest and making 
advances on stocks were discussed, but the resolutions 
could have little practical effect at the moment, since the 
lack of standardization of German agricultural produce 
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renders difficult any immediate grant of credit apart from 
mortgage charges on the land. 

If, in view of the prevailing inactivity, it is possible 
to talk of the tendency of the German Bourse, it must 
be described as reactionary. The stiffening of the money 
and capital market makes sellers predominate and 
checks any speculative movement. The periods in 1927, 
when the interest rates paid by a German industrialist 
or merchant were only slightly above the rates paid 
by his foreign competitors, have long been forgotten. 
Germany can again claim the renown that it shows the 
highest interest rates of all industrial countries. The 
banks burden their clients in general with rates between 
g and 11 per cent., and there is no prospect of alleviation. 
If the Reichsbank had desired to keep its rate in touch 
with open market rates it would have already had to 
exceed the present rate of 7 per cent. In order to 
alleviate as far as possible the shortage of credit it is 
keeping the discount rate steady at 7 per cent., and 
intends to keep to this rate even during the autumn and 
Christmas pressure, but there is no prospect of a reduction, 
at least during the present year. Previously it had been 
expected that the credit demands on the private banks 
and the resultant pressure on the central institution 
would fall off at a time when the general business move- 
ment was no longer upward, but this expectation has 
been disappointed. Doubtless the level of activity in 
German industry is lower than at the beginning of the 
year, but the demand for credit has not been reduced, 
possibly because of the continued technical changes in 
all branches of industry. 

The urgent credit needs of German industry are met 
from two sources: credits from the Reichsbank and 
credits from abroad. The Reichsbank credit in the form 
of discounted bills reached, at 2,604 million r.m., a new 
record on August 31. The German note circulation has 
further increased during the last few months, since notes 
were issued against purchased gold, and the total in the 
last few weeks has reached the highest level since the 
establishment of the German currency. On August 31 
4,673 mn. Reichsbank notes were in circulation, and, in 
addition, 570 mn. Rentenbank notes, 180 mn. private 
bank notes, and nearly g00 mn. of small currency were 
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in use. Thus the total of German currency on that date 
was about 6,325 mn. r.m. Against this the gold reserves 
of the Reichsbank stood at 2,248 mn., representing a 
cover of a little over 35 per cent. The Reichsbank 
return, of course, only compares the gold reserve with 
the Reichsbank note circulation and thereby presents a 
more favourable ratio of cover. But, in fact, the Reichs- 
bank gold serves as the final reserve for the whole German 
currency—the Rentenbank notes will soon be replaced 
by Reichsbank notes—so that for internal technical 
banking considerations the lower percentage is applicable. 
Thus the gold purchases of Germany—those of the 
Reichsbank from Russia and Denmark, as well as the 
private arbitrage transactions with England—should not 
be regarded as if Germany were acquiring large amounts 
of bullion without need. The gold acquisitions are 
necessary to improve the cover percentage for the German 
note circulation. From January I up to September 15, 
1928, the Reichsbank has bought 505 mn. r.m. of gold 
(including, of course, 90 mn. in exchange for foreign 
currency holdings). Without this increase of gold the 
gold reserve of the Reichsbank would not suffice for 
the present note circulation, and the bank would have 
had to reduce its bill portfolio and aggravate the 
shortage of credit. 

The gold purchases have been rendered possible 
chiefly because foreign countries have granted extensive 
credits to Germany, and as a result balances in London, 
New York, etc., have been converted into marks. If 
these credits are recalled without being offset abroad in 
some other way (the receipt of foreign loans, etc.) the 
reverse process will naturally occur and the Reichsbank 
will have to give up foreign currency or gold. In that 
case it would be compelled to curtail its own grants of 
credit. 

This can only mean that the withdrawal of foreign 
credits from Germany will cause deflation in this country. 
This is naturally not in the interest of German industry, 
and it must, therefore, at least for the immediate future, 
offer a stimulus to foreigners to grant credits fo Germany. 
This explains why the level of German interest rates must 
be higher than in England, France, Holland, and other 


countries. 
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International Banking Review 


UNITED STATES 

HE outstanding event of the last month was the 

organization of a new bank under the name of 

Commercial National Bank and Trust Company 
with an initial capital and reserves of $14,000,000. This 
is the largest initial capital with which any National 
bank has been chartered. Mr. Herbert P. Howell, late 
vice-president of the National Bank of Commerce, will 
become the president of the new bank. He is a director 
of the Bankers Trust Company and of the Equitable 
Life Assurance Society and also a Trustee of the Franklin 
Savings Bank. The new bank has been planned by 
industrial and banking interests headed by Mr. Robert 
Lehman of the banking firm of Lehman Brothers. The 
directors include Mr. Walter Chrysler, chairman of the 
Chrysler Corporation, and Mr. Sloan Colt, vice-president 
of the Farmers’ Loan and Trust Company. The share 
capital of the bank has been subscribed by the promoting 
group, and no public issue will be made. According to 
reports, this new bank will not join the Clearing House 
and will not, therefore, be bound by Clearing House 
rules as to the cost and size of the loans it grants. 

Other banks in process of establishment inciude the 
Plaza Trust Company with capital of $2,000,000 and 
reserves of $1,000,000, the Normanie National Bank 
with a capital of $2,000,000 and reserves of $500,000, 
and the Dunbar National Bank with a capital of $500,000 
and reserves of $540,000. The Normandie National 
Bank will be situated in the new banking district which 
is developing in New York’s “West End.” 

No fresh amalgamation has been reported recently 
from New York. On the other hand, the movement is 
making rapid progress in out-of-town centres. The most 
important transaction recently announced is the absorp- 
tion of the Commercial Security National Bank of Boston 
by the Atlantic National Bank of Boston. The latter is 
the oldest National Bank in that city. The deposits of 
the combined institution will amount to $115,000,000. 

It is reported from Toledo that the Ohio Savings 
Bank and Trust Company will increase its capital to 











TE ge 
aA 


Sa ee 








INTERNA TIONAL BANKING — 53 





$3,000,000 in order to absorb the Dime Savings Bank 
and Trust Company. Its total resources will increase to 
$73,000,000. The United Banking and Trust Company 
of Cleveland is to absorb the Lake Erie Trust Company. 
The capital of the bank, after the amalgamation, will 
be $2,000,000, and its total resources will amount to 
$38,000,000. 

The Guardian Trust Company of New Jersey will 
amalgamate with the Broad Market National Bank and 
Trust Company of Newark. The new bank’s name will 
be New Jersey National Bank and Trust Company. Its 
capital and reserves will amount to $4,200,000, while its 
deposits will approximate $24,000,000. 

The Franklin Trust Company of Philadelphia is 
increasing its capital from $2,000,000 to $3,000,000. 


FRANCE 

The Banque d’Alsace et de Lorraine, the Banque de 
Mulhouse, and the Banque de Strassbourg, which esta- 
blished jointly after the war the Banque de la Sarre et 
des Pays Rhenans, have decided to relinquish the control 
of that bank. As a result the Jatter has found it difficult 
to meet its liabilities, and has requested its creditors to 
grant a moratorium of three months. It proposes to pay 
claims under 100,000 f. in cash. The managing director 
has been suspended from his post. The principal creditor 
is the Banque de Mulhouse, whose claim amounts to 
100,000,000 f., of which only 25,000,000 f. is secured by 
mortgage. In consequence of these difficulties the Banque 
de Mulhouse will be absorbed by the Credit Commercial 
de France. The latter’s capital will be increased 
by 28,000,000 f. At the same time the Credit Commercial 
de France will establish a new local bank in Alsace 
with an initial capital of 25,000,000 f. This bank will take 
over part of the activities of the Banque de Mulhouse. 

Another impending amalgamation is that of the 
Banque du Rhin with the Banque d’Alsace et de Lorraine. 
The amalgamation will take place as soon as the French 
law concerning bank amalgamations is extended to 
Alsace-Lorraine. Contrary to rumours the Banque 
Privée will remain independent. 

A new bank has been formed in Paris under the 
name of Société de Banque pour le Commerce et 
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l’Industrie. Its capital is 5,000,000 f., and it is controlled 
by a group including several French banks, a leading 
Austrian bank, and a leading Hungarian bank. 

The Comptoir Lyon-Alemand, Paris, has decided to 
increase its capital from 150,000,000 f. to 157,500,000 f. 
The new shares will carry plural voting rights. The 
object of the transaction is to prevent the acquisition of 
control by foreign interests. The shareholders’ meeting 
authorized the board of directors to increase the capital 
to 210,000,000 f. whenever the necessity arises. 

Another capital increase is that of the Banque 
Parisienne et Regionale from 4,000,000 f. to 6,000,000 f. 
Of the 20,000 new shares 5,000 have been allotted to the 
Banque Oustric. M. Albert Oustric, of the Banque 
Oustric & Cie., has joined the board of directors of the 
Banque Adam. 

According to the report of the Banque Industrielle 
de Chine for 1927 the receipts of that bank have increased 
considerably during the past year. On the other hand, 
expenses have also grown and an amount of 71,000,000 f. 
had to be written off for bad debts as against 34,000,000 f. 
for 1926. Asa result the reserves have to be reduced by 
65,000,000 f. as against 50,000,000 f. for 1926. The 
liquidation of the bank has not made any substantial 
progress, largely on account of the political conditions in 
China. 

Rumours as to the amalgamation of the Banque 
Franco Serbe with another group of banks under foreign 
control are without foundation. On the other hand, the 
bank has decided to liquidate its Zagreb branch and to 
extend the sphere of activities of its Belgrade branch 
over the districts hitherto served by its Zagreb branch. 

YUGOSLAVIA 

It is stated that the Croatian Credit Bank has suffered 
considerable losses. There is no reason, however, for 
uneasiness, as the bank is supported by its mother 
institutions, the Austrian Credit Institute and the 
Hungarian General Credit Bank. 


ITALY 


Arrangements have been made for the issue of 
125,000 shares of the Banca Commerciale Italiana in 
New York, at a price of $72.50 per share, including 
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dividend accruing from July 1, 1928. The issuing group 
is headed by Field Glore & Co., and includes among others, 
Lehman Brothers, Hallgarten & Co., the Bancomit 
Corporation, and J. A. Sisto & Co. The transaction does 
not imply any American participation in the control of 
the Banca Commerciale Italiana. It is noteworthy that in 
spite of the general unfavourable attitude of the American 
market towards any foreign issue, the Banca Commerciale 
Italiana has succeeded in concluding this transaction. 

The net profits of the Credito Italiano for the first 
part of 1928 amounted to 29,938,000 lire, as against 
50,597,000 lire for the whole of 1927. On June 30, 
1928, deposits amounted to 5,168,000,000 lire against 
5,147,000,000 lire at the end of last year. 

The Credito Italiano is making arrangements to open 
a branch in Zagreb. In doing so it is following the 
example of the Banca Commerciale Italiana which 
secured a foothold in Yugoslavia through the acquisition 
of the Hrvatska Banka of Zagreb. It is reported that a 
third Italian bank is also considering the idea of the 
establishment of a branch in the same city. 


GERMANY 


A new bank has been established in Berlin under the 
name of Centralbank Deutscher Industrie, with a capital 
of 17,500,000 reichsmarks. Of this amount, 10,000,000 
reichsmarks of Bearer shares will be paid up in full, 
while 7,500,000 reichsmarks of Registered shares will be 
taken over by the promoting group and will be paid up 
to an extent of 25 per cent. The board of directors 
consists of German, American, and Dutch bankers and 
industrialists. It includes, among others, Mr. L. P. 
Sheldon, of the London house of Blair & Co. 

According to South African newspaper reports, the 
establishment of a German bank in South Africa is under 
consideration. 

There were only two small capital increases reported 
recently. The Durener Bank has decided to increase its 
share capital from 4,000,000 reichsmarks to 5,000,000 
reichsmarks. The new shares will be offered to the share- 
holders at a price of 115 per cent. The Finanzbank A.G., 
Hamburg, will increase its capital from 1,000,000 reichs- 
marks to 2,000,000 reichsmarks. The object of the 
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increase is the absorption of the Bank fiir Verwaltung 
und Handel. Another change in Hamburg banking is 
the acquisition of a controlling interest in the Waaren- 
Credit-Anstalt A.G. by the Hamburg banking house, 
Hugo Mainz. 

The Deutsche Hansa-Bank A.G., Munich, has decided 
to reduce its share capital from 1,600,000 reichsmarks to 
1,000,000 reichsmarks through the withdrawal of shares 
to the amount of 600,000 reichsmarks. It will liquidate 
its banking department altogether and will continue its 
activities merely as administrator of real estates. Two 
big German banks, the Disconto Gesellschaft and the 
Dresdner Bank, have introduced their shares on the 
Amsterdam Bourse. The former’s shares were introduced 
by a Dutch banking group headed by Messrs. Lippmann 
and Rosenthal, the amount involved being 5,000,000 
reichsmarks. The shares of the Dresdner Bank to an 
amount of 3,000,000 reichsmarks have been introduced by 
the Amsterdamsche Bank, and Proehl and Guttmann, 
Amsterdam. 

The board of directors of the Deutsche Verkehrs- 
Kreditbank A.G., Berlin, has decided to maintain the 
dividend for the business year ended June 30 at 12 per 
cent. 

The Bank Berliner Kassenvereins embarked upon an 
interesting experiment in August. It opened an office 
in the evening to enable business houses to deposit their 
day’s takings. Up till the present comparatively few 
firms have availed themselves of the facilities thus 
offered; but it is hoped that in the course of the autumn, 
as a result of the general increase of commercial activity, 
the arrangement will become increasingly popular. 


BELGIUM 


The spectacular developments in Belgian banking 
continue unabated. The Banque Générale Belge, Ant- 
werp, which raised its share capital only recently from 
100,000,000 f. to 200,000,000 f., will proceed to another 
increase through the issue of 100,000 new shares of 500 f. 
nominal. The Mutuelle Solvay will obtain 5,000 shares, 
and the Société Financiére et Industrielle 20,000, while 
the remaining 75,000 shares will be offered to the 
shareholders. 
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Rumours as to the increase of the capital of the 
Société Générale de Belgique from 400,000,000 f. to 
1,000,000,000 f. lack official confirmation, but remain 
none the less in persistent circulation. It is also rumoured 
that the Société Générale intends to absorb several 
banks, among others the Banque Industrielle Belge, 
formerly known as the Banque Emapin, the Banque des 
Colonies, and the Banque Nagelmaeckers. There is no 
doubt that a capital increase is planned so as to 
recover the bank’s leading position among Belgian banks, 
as to the amount of share capital. Through the increase 
of the capital of the Banque de Bruxelles to 450,000,000 f. 
the latter has taken the lead, but the amount of total 
assets of the Société Générale is believed to be greater. 


HOLLAND 


The Incasso Bank has raised its share capital from 
25,000,000 guilder to 30,000,000 guilder. The new shares 
were offered to the shareholders at a price of I2I per 
cent. The bank was established in 1891, and subsequently 
acquired the Provinciale Bank, Hertogenbosch. The 
prospectus states that the profits of the bank for the first 
half of 1928 are higher than those of the corresponding 
period of 1927. 

DENMARK 


The Danske Landmandsbank of Copenhagen has 
sold to the Anglo-French Banking Corporation its total 
holding of Banque des Pays du Nord shares amounting 
to 7,000,000 f. at a price of 1,250,000 kroner. The Anglo- 
French Banking Corporation, Ltd., has thus secured the 
total Scandinavian interests in the Banque des Pays du 
Nord. 

A small Danish provincial bank, the Eiby Bank, has 
got into difficulties in consequence of alleged fraudulent 
transactions amounting to 450,000 kroner. It is believed 
that the entire share capital and reserves have been lost, 
and it is doubted whether any substantial portion of the 
deposits will be recovered. 


SWITZERLAND 


According to the official statistics just published, the 
balance-sheet totals of Swiss banks increased during 1927 
from 15,910,000,000 f. to 17,190,000,000 f. The capital 
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and reserves of banks increased from 6,391,000,000 f. 
to 6,858,000,000 f. 

A proposal of Socialistic origin for the transformation 
of the Zuger Kantonalbank into a State bank proper 
has been rejected by the shareholders of that bank. 
At present half of its share capital of 5,000,000 Swiss 
francs is held by the public and half by the Kanton Zug. 


SPAIN 

The Government issued a decree in August creating 
new Spanish bank for foreign trade. Its main hae 
is to further the Government’s Spanish-American policy. 
The bank will have a capital of 150,000,000 pesetas 
divided into shares of 500 pesetas; two-thirds of the 
capital will be subscribed in Spain and the rest, if neces- 
sary, abroad. The new bank will act in close understand- 
ing with the Bank of Spain and promote the creation 
abroad of enterprises marketing Spanish products. 
It will also issue loans for states and corporations in 
Spanish America, Brazil, Portugal, and the Philippines. 
The governor of the new institution will be appointed by 
the Government. 

The Banco de Credito Industrial earned net profits 
to the amount of 784,000 pesetas for 1927 against 767,000 
pesetas for 1926. The dividend remains unchanged at 

per cent. The net profits of the Banco de Comercio 
Bilbao for 1927 amounted to 1,479,000 pesetas, against 
1,461,000 pesetas for 1926. The dividend is unchanged 
at 8 per cent. The reserves have been increased by 
150,000 peset as to 1,300,000 pesetas. The Banco de 
Prestamos y Descuentos increased its net profits from 
89,000 pesetas for 1926 to 187,000 pesetas for 1927. In 
spite of this the dividend has been passed again. 


LATVIA 

The Dresdner Bank and the Commerz und Privat 
Bank, Berlin, have acquired an additional block of shares 
in the Riga International Bank from Latvian interests. 
They now hold a controlling interest in the bank. Con- 
trary to Continental reports, Lloyds Bank has never had 
any participation in that bank. The new issue of shares 
of the bank will be taken up by the two German banks 
mentioned above. 
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POLAND 


Negotiations are in progress for the establishment of 
a Polish Export Bank with the participation of the 
Government. It will grant long-term loans to exporters 
at low rates of interest. This is considered necessary 
owing to the adverse trade balance. 

The Bank Przemyslowcow, Poznan, earned a net profit 
of 50,898 zloty for 1927. For the first time since 1924, 
the bank will pay a dividend which has been fixed at 
5 per cent. 


CHILE 


A new bank was recently established in Santiago de 
Chile under the name of Caja de Credito Minero. It 
obtained exemption from certain tasks and _ other 
facilities. It is authorized to issue Government-guaranteed 
debentures to an amount of 40,000,000 pesos. 


CHINA 


A new bank will soon be opened in Shanghai under 
the name of Home Goods Bank. Its subscribed capital 
is $40,000,000, of which $10,000,000 will be paid up for 
the present. Part of the capital is contributed by the 
Central Government and the Provincial Government. 
The shares held by the public rank higher than those held 
by the authorities to the extent of 6 per cent. per annum, 

The Bank of China is reported to have decided to 
transfer its head office from Pekin to Shanghai. 

The net profits of the Chekiang Industrial Bank Ltd. 
for the first half of 1928 amount to $184,662 on a paid-up 
capital of $1,800,000. Its balance-sheet indicates an 
expansion of the bank’s activities. 

The announcement of the reconstruction of the 
Chinese American Bank of Commerce resulted in a run 
of depositors which was met successfully with the support 
received from five other native banks. 

A new bank will be established in the Province of 
Kwantung, with a capital of 2,000,000 dollars, of which 
800,000 dollars will be subscribed by the Provincial 
Government. 
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Scottish Banks: 
A Review of Recent Progress 
By the Right Hon. William Graham, LL.D., M.P. 


(Chairman of the Public Accounts Committee of the House of Commons ; 
formerly Financial Secretary to the Treasury) 


banking it was remarked that the outstanding feature 

of the aggregate balance sheets of the past year was 
the substantial expansion in deposits. The generally 
encouraging features are true of Scotland. Susceptible 
as the banks are to the effects of bad trade the balance 
sheets of 1926-27 showed few traces of the industrial 
dislocation of the preceding year. Certainly no excep- 
tional losses followed that experience. But for seven 
years Scottish banking, like similar effort in England 
and Wales, has had an economic background definitely 
gloomy in character. Agriculture has been depressed ; 
the industrial belt between the Forth and the Clyde has 
many of the weaknesses of the distressed areas elsewhere ; 
and the slight improvement of the basic industries has 
been thoroughly uncertain. The immediate prospects 
are not encouraging. Coal, iron and steel, shipbuilding 
and other trades show high statistics of unemployment, 
and a laborious effort to regain the export and other 
trade. Only within limits has Scotland participated 
in the establishment of new industries, notwith- 
standing the large amount of available engineering and 
other plant. 

But these are immediate problems. In order to 
get a foundation for review of recent events in Scottish 
banking it is probably better to summarize the aggregate 
liabilities and assets of the eight institutions from 
1913 to 1927. That period includes the upheaval of the 
World War, and what will rank afterwards as the faint 
beginning of the process of economic reconstruction 
and recovery. Even in the abbreviated form in which 
they are here presented the message of these statistics 
is impressive. 


I a recent statistical analysis of the progress of British 
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| Burroughs Automatic 


ALSO TYPEWRITER 


POSTING 
MACHINE 
Used by banks on work where 


descriptions of items are required. 

Combines the automatic 
features of Burroughs Ledger 
Posting Machine with standard 
typewriter keyboard. 

Types full description on both 
ledger and statement. 

Performs all tabulations, merely 
by depression of one key. 

Prints all totals and balances, 
also by depressing a single key. 

Numerous automatic features 
make it as easy to operate 
es any ordinary Burroughs 
Bank Listing Machine. 

Models for Waste Book and 
al Bank figure work requiring 
written description. 





Ledger Posting 
Machine for Banks 


Adopted by banks in Great Britain and 
Ireland. 

Standard in thousands of banks through- 
out the British Empire and the world. 

Completely balances all ledgers and 
statements daily. 

Automatically extends new balance on 
each ledger account and statement as each 
posting is made. 

Enables customer to receive correct up-to- 
date statement regularly or immediately 
on demand. 

Furnishes automatic totals of all debits, 
credits and balances on proof strip. 

Numerous automatic features make it as 
easy to operate as any ordinary Burroughs 
Bank Listing Machine. 





















Burroughs 


BURROUGHS ADDING MACHINE LTD., 
Burroughs Building, 76 Cannon Street, E.C.4. 
Telephone: City 1636 (Private Branch Exchange). 
Offices in Principal Cities. 
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AGGREGATE LIABILITIES OF SCOTTISH BANKS 
(000’s omitted) 


No. of Capital Deposit and Total 
Year. Banks. paid up. Current Accounts. Liabilities. 
£ £ 0" £ 
I9I3 9 9,241 128,033 s8o'l 159,519 
IQI4 9 9,241 134,800 S$o0°2 168,035 
Ig18 9 9,241 220,723 82°8 273,819 
191g 9 9,241 265,070 83°3 318,948 
1920 9 10,091 285,195 54°0 339,391 
1921 8 10,077 296,005 858 344,974 
1922 9 10,091 272,305 84°6 321,910 
1923 8 10,077 250,879 838 299,359 
1924 8 11,085 246,652 82°6 298,693 
1925 8 11,410 244,575 82°1 297,839 
1926 8 II,410 241,851 82°3 293,078 
1927 8 II,410 245,274 82°2 298,421 


* Per cent. of Total Liabilities. 


AGGREGATE ASSETS OF SCOTTISH BANKS 
(000’s omitted) 


Cash in Hand and 





Money at Call and at Bills discounted 
Year. Short Notice. Investments. and advances. 
{ o/ Hs f{ “= £ o/ * 
IgI3 33,967 25°0 38,060 28°0 77, 762 57°3 
1gI4 34,595 24°0 44,815 310 78,303 543 
1918 57,277 22°7 88,983 353 119,000 47°3 
1919 65,581 22°3 107,555 30°6 134,562 45'8 
1920 72,999 23°2 96,005 30°5 160,284 510 
1921 71,232 22°2 108,111 33°6 157,270 49'0 
1922 63,819 21°6 124,617 2°1 123,898 41°9 
1923 64,015 23°4 110,268 40°4 116,147 42°5 
1924 61,330 22°8 103,927 38°7 122,977 45°7 
1925 60,341 22°7 95,204 35'8 131,309 49°3 
1926 59,593 22°7 gI,208 34°7 133,057 50°7 
1927 61,22 23°70 88,592 33°2 138,746 52°1 
* Per cent. of Deposit and Note Liabilities combined. 


The latest analysis directs attention to the growth of 

; assets and liabilities last year as the largest in British 
banking for some time; reference is made to the sub- 
stantial recovery in certain of the Scottish totals; and 
tribute is paid to the movement of banking assets in 
relation to population as based on the census of Ig2I. 
Taking the population of Scotland at 4,882,288, and the 
total assets of the Scottish banks in 1927 as £208,421,447, 
the amount per head of population was f61 2s. 6d., 
compared with {72 15s. gd. in England and Wales. 

















Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over 900 of its own 
branches in England and representation 
in every banking town in the world, 
and is amply equipped (as are the Paris 
and Brussels offices of the Westminster 
Foreign Bank) for specialised service in 
credits, collections, exchange, and all the 
ramifications of modern banking. Banks 
or merchant houses wishing to establish 
a London connexion are invited to 
communicate with the 
Manager 


WESTMINSTER BANK 


LIMITED 
Head Office: 41 Lothbury, London, E.C.2 
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One critic remarked that having regard to geographical 
groups it was surprising, especially in view of the great 
aggregation of bank resources in London on commercial 
and joint-stock account, that the disparity between the 
amount of deposits per head of the population in England, 
Scotland, and Ireland was not greater; at the date in 
question Scotland had bank resources per head only 
{11 13s. 3d. per head less than England and Wales. 
Another review pointed out that the total profits of the 
eight Scottish banks in 1927 were {2,732,256; and the 
aggregate amount distributed in dividend £1,720,510, 
with rates ranging from 16 to 21 per cent. Premises 
account appropriations in the country as a whole did not 
involve quite the same amount as in the preceding vear ; 
in the case of the Scottish and the Irish banks the appro- 
priations were much smaller, their outlay on premises 
having been proportionately less in recent years. For 
the period 1927-28 the aggregate amount appropriated 
from profits for reserve purposes by the eight Scottish 
banks was practically £537,000; the total amount written 
off against the value of bank premises was £280,000. Ina 
longer review of the movements of banking capital, from 
1876 to 1928, the total net increase in that - — Scottish 
institutions was £11,275,716, an interesting proportion 
of the total of nearly £139 million of capital a reserves 
increase in British and Irish banking during that period. 

Dealing with individual banks, interesting material 
was presented at the annual general meeting of the Bank 
of Scotland held in Edinburgh in April; the statistics 
related to the close of the financial year on February 29. 
After providing for all bad and doubtful debts and other 
expenses, the net profit for the year was £372,335, to 
which fell to be added £153,466, balance from the preced- 
ing year, or a total of £525,801. Of that sum the directors 
applied £125,000 to the reserve fund, £30,000 in reduc- 
tion of bank premises and heritable properties account, 
and {96,000 in payment of half-yearly dividend to 
October 1927, at the rate of 10 per cent. per annum; 
they also recommended that dividend for the preceding 
half-year at the rate of 18 per cent. per annum should be 
declared, leaving £166,801 to be carried forward. The 
reserve fund and the balance carried forward amounted 
together to {1,924,301. On that occasion the governor 
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BANK of SCOTLAND 


CONSTITUTED BY ACT OF PARLIAMENT, 1695 


AUTHORISED CAPITAL—£4,500,000 PAID-UP CAPITAL—£1,500,000 
RESERVE FUND AND BALANCE CARRIED FORWARD - - £1,924,301 
DEPOSIT AND CREDIT BALANCES as at 29th February 1928 £30,984,420 


Governor—THE LORD ELPHINSTONE, K.T. 
Deputy Governor—siR RALPH ANSTRUTHER OF BALCASKIE, Baronet 
Directors—Ordinary 


ALEXANDER WALLACE, W.S.,| WILLIAM WHITELAW,  LL.D.,| WILLIAM BRODIE, LL.D., Writer, 


Edinburgh Hatton House, Kirknewton | Glasgow 
THE _Lorp Kinross, _ Kk.C.,) Ropert T. Boorusy, Insurance Harry AuLpjo JAMIESON, 46 
Edinburgh Manager, Edinburgh Castle Street. Edinburgh 
THE Lorp Henry Scott,’ JAMEs Gourvay, Brankston iss 5 wars ws 
Gledswood, Melrose House, Stonehouse, Lanark-| HENRY EDWARD RICHARDSON, 
Joun Rag, Lothbury, London shire w.s., Edinburgh 


Directors—Extraordinary 


Joun TURNBULL SMITH, LL.D., 
C.A. 


Tue Lorp Batrour of Burleigh| TkE Marguts oF LINLITHGOW, 


Sir JouHN TRAILL CARGILL, K.T. 
Baronet MACKINTOSH OF MACKINTOSH, 





THE EARL OF STAIR 


THE E » cei C.B.E. 

THE EARL OF DALHOUSIE ._| Str JoHN MAXWELL StTIRLING-| JOHN ALLAN MACONOCHIE 

Tne Lorp Forteviotof Dupplin MaxweE Lt of Pollok, Baronet WELwoop of kirknewton 

THE EArt or HADDINGTON THE DUKE OF MONTROSE and Garvock 

GEORGE J. SCOTT, Treasurer 
A. J. ROSE, Secretary W. A. TAIT, M.A., Superintendent of Branches 
JAMES BROWN, Hccountant DAVID K. DEWAR, Casbter 

HEAD OFFICE - - - - THE MOUND, EDINBURGH 
GLASGOW OFFICE - - - 2 ST. VINCENT PLACE 
Manager—A. W. M. BEVERIDGE Sub-Manager—JAMES CRAIG 
LONDON OFFICE - - - - 30 BISHOPSGATE, E.C.2 
Manager—J. W. JOHNSTON Assistant Manager—D. DUNCAN 

234 BRANCHES AND SUB-BRANCHES IN EDINBURGH, GLASGOW, AND THROUGHOUT 

SCOTLAND 


EVERY DESCRIPTION OF BRITISH AND FOREIGN BANKING BUSINESS TRANSACTED 
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emphasized the strong liquid position of the bank. Money 
at call and short notice amounted to 21 per cent. of the 
bank’s liabilities to the public, and, with investments, 
gave a total of £23,392,000, or 65 per cent. of the liabili- 
ties to the public in liquid assets. In advances a record 
was established at £14,285,000,an increase of £953,000, 
regarded as all the more satisfactory in view of the fact 
that many of the bank’s customers were at present not 
requiring their usual facilities because of trade depression. 
On the other hand, the conditions of agriculture during 
the year necessitated assistance to many of the farmer 
customers ; advances were well spread ; and every known 
bad or doubtful debt had been fully provided for. 

The last annual report of the Royal Bank of Scotland, 
presented to the general court of proprietors on November 
30, 1927, indicated net profits for the year, after providing 
for all bad and doubtful debts, of £481,977, to which 
was added {100,000 from sums set aside as provision for 
depreciation on investments not at that date required. 
The midsummer dividend, at the rate of 16 per cent. per 
annum, absorbed £160,000, after provision for income 
tax, together with a special bicentenary bonus at 5 per 
cent., absorbing £125,000, or a net £100,000 after deduc- 
tion of income tax. During the year £20,000 was written 
off expenditure on bank buildings and heritable property ; 
£30,000 was carried to pension reserve fund; and the 
balance of £111,977 was added to rest, the rest at that 
date amounting to {2,683,266 15s. 5d. The abstract 
state of affairs indicated that among the assets of the 
bank were nearly £12} million in British Government 
securities and practically another million and a-half in 
Colonial Government securities, Bank of England stock 
and Corporation stocks, and other marketable securities. 

Presented to the general court of proprietors in 
March 1928, the statement dealing with the British Linen 
Bank’s business for the year ended January 14 showed net 
profits for the year, after the usual provision for bad and 
doubtful debts, of £321,361, to which was added £43,370 
of balance from the preceding year. Of that sum £100,000, 
less income tax of £20,000, was applied in payment of a 
half-yearly div idend to September 1927, at the rate of 
16 per cent. per annum, with £50,000 in reduction of 
bank premises and other heritable property. The second 
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Royal Bank of Scotland 


INcorPORATED BY RoyaL Cuarter 1727 








Capital (fully paid) _.... cai ..  £2,500,000 
Reserve Fund _.... si — .. £2,683,226 
Deposits .... mn ae aia ... £44,186,574 


CORRESPONDENTS TOTAL NUMBER 
THROUGHOUT THE OF OFFICES 
ENTIRE WORLD 230 
AN ENTIRELY 
CORRESPONDENCE SCOTTISH BANK 
INVITED RUN ON 


SCOTTISH LINES 





OVER 200 YEARS OF COMMERCIAL BANKING 





LONDON: City Offce—3 Bishopsgate, E.C.2 
West End Offices—49 Charing Cross, S.W.1 
64 New Bond Street, W.1 


GLASGOW: Principal Office—Royal Exchange Square 





A COMPLETE BRITISH, COLONIAL AND 
FOREIGN BANKING SERVICE 


Conditions for the opening of Accounts furnished on application 


Head Office: Edinburgh 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 
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half-yearly dividend to March 1928 was at the same rate, 
with £50,000 transferred to reserve fund and a similar 
amount to pension reserve. The undivided profits then 
amounted to {£2,104,731. The abstract balance sheet 
indicated total liabilities to the public of £30? million, 
with nearly £3} million of total liabilities to the 
proprietors. Assets included nearly £19} million in gold 
and silver coin, British Government and other Govern- 
ment securities, with Bank of England stock, Corporation 
railway preference and other stocks, plus nearly £15 
million of other assets. Perhaps the most noteworthy 
feature in the progress of the British Linen Bank during 
recent years has been the steady increase in its lending 
business. Advances have risen from {10,190,063 in 
1925, to £13,679 951 in 1928, an increase of almost £3} 
million in four years. Deposits have been well maintained, 
the figures for 1928 being {£27,084,332. Net profits, as 
already indicated, were £321,361 for the year to January 
14, 1928. For many years no change has occurred in the 
capital of the bank, which is now {1,250,000. Note- 
worthy also is the steady increase in reserve funds. In 
the past four years £400,000 has been added ; these funds 
now stand at {2,050,000. Within recent years the bank 
has opened seventeen new branches, together with a 
fully-equipped foreign and colonial department at its 
principal Glasgow office. 

In the case of the Commercial Bank of Scotland, the 
reports to the annual meetings of 1914, Ig21, and 1927, 
together with the terms of the circular issued in June 
IgIg, give a convenient picture of recent progress. In 
each case the report related to the annual period ending 
on October 31. The 1914 report showed aggregate profit 
of £272,278; the dividend was at the rate of 18 per cent. 
for the year; £70,000 was credited to the bank’s invest- 
ments as a further general provision for depreciation ; 
and {£5,000 was applied in reduction of the cost of bank 
premises, leaving nearly £30,500 to be carried forward. 
In 1921 the aggregate profits (in these cases the balance 
from preceding year is included) were £394,067 ; dividends 
at 14 per cent. and 10 per ceut. per annum on the different 
classes of shares were paid, together with a bonus of 1 per 
cent. on the A shares, absorbing in all £166,250. On 
that occasion, £125,000 was added to the reserve fund. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


Camited CPO GBP. 6 o.c.ocsiccccvcccscccvces £1,250,000 
Reserve and Undivided Profits....... £2,104,731 


Governor—THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor—THE RIGHT HON. THE EARL, OF HOME. 


Head Office: 38 ST. ANDREW SQUARE, EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Principal Glasgow Office: 110 QUEEN STREET. 
Manager _ JOHN GIBSON. 








FOREIGN DEPARTMENT: 110 QUEEN STREET, GLASGOW, 
for all classes of OVERSEAS business. 





Over 190 Branches Throughout Scotland. 
London Office: 38 THREADNEEDLE STREET, E.C.2. 


Where accounts may be opened on usual London terms. 
Manager—JAMES FORREST. Deputy Manager—W. F. BLACK. 


Every description of Banking Business transacted. 


TRUSTEE DEPARTMENT: HEAD OFFICE, EDINBURGH. 


The Bank is prepared to undertake the duties of Executor or Trustee, and to act as Trustee for 
Debenture Stockholders, Public Institutions, etc. 


AFFILIATED TO BARCLAYS BANK LIMITED. 
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| The Union Bank of Scotland 


LIMITED 
Established 1830. 
i I, in 5x senssranmnnionniaie £5,000,000 
| i in en snes De ant altace ae £1,000,000 
eee EEC TTC CET OR TET” £1,450,000 
Deposits (7th July, 1928)... 2... ..cccsccees £24,877,244 
Chairman—His Grace THE DUKE OF ATHOLL, K.T. NORMAN L. HIRD, General Manager 
Head Offices : 
GLASGOW-— Ingram Street EDINBURGH—George Street 


192 Branches throughout Scotland 
LONDON OFFICES—62 Cornhill, E.C.3 
West End Branch—1 Regent Street, S.W.1 


Adapted in Every Way to Carry Through All Forms of Banking Business 
in Scotland and London. 


Every description of Home and Foreign Banking transacted. 
Letters of Credit issued on all places at home and abroad; Cable Remittances, 
Freight Collections, Skip’s Disbursements Credits, Commercial Credits, &c., 
arranged. Bills of Exchange and Shipping Documents collected or negotiated 
subject to approval. The Bank also undertakes the duties of Trustee and Executor. 


At London Offices Current Accounts and other business conducted on the 
usual terms of London Banks. Deposits received at interest. 
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substantial provision was made for the officers retiring 
allowances fund, and nearly £58,000 was carried forward. 

The report for 1927 showed net profit for the year of 
£335,126, to which was added £76,843 balance of profit 
from the preceding year. On that occasion dividends 
at the rate of 16 per cent. and Io per cent. per annum on 
the A and B shares were paid, absorbing in all £200,000, 
while £50,000 was added to the reserve fund, a similar 
amount applied in reduction of the cost of the bank’s 
properties, and £30,000 credited to the officers retiring 
allowances fund. Nearly £82,000 was carried forward. 
The statement also indicated that the Commercial Bank 
of Scotland had two offices in London and 326 branches 
and sub-offices in Scotland. 

The latest certified balance sheet of the National 
Bank of Scotland, completing the year to October 31, 
1927, showed net profits for that period amounting to 
£286,060, to which was added a balance brought forward 
of £68,198, or together £354,258. On that occasion the 
amount was applied in payment of a dividend at the rate 
of 16 per cent. per annum, absorbing, less income tax, 
£140,800; £50,000 was placed to reserve fund, £30,000 
to heritable property account, {£60,000 to trustees for 
the officers’ pensions scheme, and {£68,458 was carried 
forward. It was pointed out that the value of the invest- 
ments held by the bank at the prices then ruling exceeded 
the figures stated in the balance sheet. The bank’s 
reserve fund was {1,450,000, exclusive of the sum set 
aside to meet the dividend then declared ; and the general 
position was undeniably strong. Of the £5 million sub- 
scribed capital of this bank, {1,100,000 has been called up, 
with {900,000 uncalled and reserve liability of £3 million. 

The progress of the Union Bank of Scotland is well 
illustrated by the fact that its deposits increased from 
£8,105,955 to £25,9360,327 since 1870. It will be remem- 
bered that the Union remains a Scottish institution, and 
is today one of the remaining four independent Scottish 
banks. 

The last report of the directors, presented to the 
ninety-eighth annual general meeting on April 25, 1928, 
and dealing with the position as at April 2 of this year, 
showed net profit of £329,504, with a balance brought 
forward of £84,999; in round figures a total of £414,504. 
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COMMERCIAL BANK OF SCOTLAND LTD. 


ffice ESTABLISHED 1810. EDINBURGH. 
Head Office aes - - - ALEX. ROBB Secretary - - MAGNUS IRVINE. 
Capital Subscribed - - £5,500,000 Reserve Fund - - £1,900,000 
Capital paid up - - - £1,750,000 Deposits (31st Oct., 1927) - £33,.600,000 
Londes City Office - 62 LOMBARD STREET, E.C.3. 
NDREW W. RUSSELL, “Manager. JOHN M. ERSKINE, Asststant Manager. 
iaosae Branch - MPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES" oO. DAVIDSON, Manager. 
Glasgow Chief Office - - 3 & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WIL LIAM COCHRANE, Assistant Manager. 


Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 326 Branches and Sub-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 
Foreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and ‘Institutions, 








The National Bank of Scotland, Ltd. 


Incorporated by Royal Charter and Act of Parliament. 

ESTABLISHED 1825. Affiliated to Lloyds Bank Limited. 
Capital Subscribed £5,000,000 Paid Up £1,100,000 Uncalled £3,900,000 
RESERVE FUND ~ - £1,450 ,000 
HEAD OFFICE: Edinburgh. 

WILLIAM CARNEGIE, General Manager. FREDERICK G. DRYBURGH, Secretary. 
LONDON OFFICE: 37 Nicholas Lane, Lombard Street, E.C.4. 

THOMAS COCKBURN RIDDELL, Manager. DUGALD SMITH DEANS, Assistant Manager. 
GLASGOW OFFICE: 47 St. Vincent Street. 

JAMES REID, Manager. JOHN T. LEGGAT, Assistant Manager. JOHN RIDDELL, Foreign Exchange Manager, 
Every description of Banking Business transacted. The Bank has Branches in all the principal cities and places 
in Scotland; and at the chief Office in Glasgow there is a specially equipped Foreign Exchange Department. 
In approved cases the Bank is prepared to act as Trustee, Executor, or Administrator, and also as Trustee 
for Dehenture or other Issues, etc. 





SOCIETE GENERALE de BELGIQUE. 


SOCIETE ANONYME. Established at Brussels, August 28th, 1822. 
Office: BRUSSELS, 38, Rue Royale. 
Capital... Ss ph = Francs 400,000,000 
Reserves ... aes =a “i 504,657 ,742.94 
Total 904,657,742.94 
ADMINISTRATION .—Governor: M. Jean Jadot. Vitce-Governor: Secretary : M. Camille Lepéche. 


M. Emile Francqui. Director-Treasurer : M. Jules Bagage. Directors : AUDITING COMMISSARIES: M. Léon 
MM. Gaston Blaise, Auguste Callens, le Baron Carton de Wiart, Hamoir, Baron C. Goffinet, Comte Jean de 
M. Félicien Cattier, Willy de Munck, Charles Fabri, Alexandre Merode, MM. Edmond Solvay, G. H. Adan, 
Galopin, Henry Le Bee if, Adolphe Stoclet, Georges Theunis, Firmin Léon Eliat, Baron Adrien de Montpellier, M. 
Van Bree. Honorary Director: M. Edouard de Brabander. Léon Delacroix. 


EVERY DESCRIPTION OF BANKING BUSINESS TRANSACTED. 

The “ Société Générale de Belgique ”’ is represented in Belgian Provincial Places by over 375 Banking Establishments 
placed under its control and acting as its Agents. 

London Correspondent of th: Société Générale de Belgique : Banque Belge pour | Etranger, 4 Bishopsgate, E.C.2 
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BANQUE DE L’UNION PARISIENNE 


Established in 1904 


Capital Paid Up: Frs. 150,000,000 
7 rue Chauchat and 16 rue Le Peletier, Paris (LX*) 


Telegraphic Address: PARUNION-PARIS 
ALL KINDS OF BANKING BUSINESS TRANSACTED 
CORRESPONDENTS IN FRANCE AND IN ALL PARTS OF THE WORLD 
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The directors applied £35,000 to bank offices; a similar 
amount to heritable property yielding rent ; and £50,000 
to rest account; and they recommended a dividend at 
the rate of 18 per cent. per annum on the paid-up capital, 
which, together with income tax, amounted to £180,000, 
while {£25,000 was carried to pensions and allowances 
fund, and £89,504 was carried forward as balance to next 
year. The bank’s rest account stands at £1,450,000. 

Established in 1838, the Clydesdale Bank has now 
188 branches in Scotland, having absorbed the Greenock 
Union Bank in 1844, the Edinburgh and Glasgow Bank 
in 1858, and the Eastern Bank of Scotland in 1863, 
becoming in turn affiliated with the Midland Bank on 
January I, 1920. The subscribed capital is £5,250,000, 
with {1,250,000 paid up; and in one of the publications 
attention was directed to deposits as at December 31, 
1925, of more than {£30 million. 

The authorized note circulation of the Clydesdale 
Bank is £274,311, while its average circulation for the past 
year or two has been in the neighbourhood of £2,600,000. 
The last report of the directors, dealing with the 
year ended December 31, 1927, showed net profits of 
£335,484, pius a balance brought forward of £76,798. 
On that occasion the directors applied, in payment of a 
dividend of 18 per cent. per annum, £225,000; a sum of 
£20,000 in reduction of bank buildings : £35,000 towards 
superannuation and allowances fund; and £50,000 to 
reserved surplus fund, requiring in all £330,000, and 
leaving £82,283 to be carried forward to 1928. 

In 1923 the North of Scotland Bank became 
affliated with the Midland Bank. The last report 
of the directors, dealing with the calendar year to 
December 31, 1927, showed net profits of £270,400, 
to which £97,452 fell to be added as balance brought 
forward. Of that total the directors appropriated £10,000 
to bank buildings account; {£15,000 to the officers’ 
superannuation fund; £50,000 to reserve fund; and two 
sums of £76,284 each in payment of a dividend at the 
rate of 18 per cent. per annum for each two periods of the 
calendar half-year, which, together with £38,142 income- 
tax on dividend, made up £265,710, leaving £102,148 
to be carried to next account. The reserve fund of the 
bank is now £1,015,000. 
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ESTABLISHED 1809. 


North British Mercantile! 
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nsurance Company, Limited. 
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FIRE LIFE ANNUITIES 


ACCIDENT BURGLARY MOTOR MARINE 
AND OTHER CLASSES OF INSURANCE. 
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TOTAL FUNDS EXCEED - - = ££35,690,800 
(, TOTAL INCOME EXCEEDS- - - £10,462,000 
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SPECIAL ARRANGEMENTS FOR LIFE ASSURANCE 
ON LIVES OF BANK OFFICIALS AND EMPLOYEES. ‘9 
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Pe, CHIEF OFFICES : 
% LONDON a + « 61 THREADNEEDLE STREET, E.C.2. 
EDINBURGH ... ee Pa we sa 64 PRINCES STREET. 3) 


Rrra arian VERSE ARIES XIAN HO 


GUARDIAN ASSURANCE 


COMPANY LIMITED 


Established 1821 Centenary 1921 
Subscribed Capital £2,015,000 Total Assets £11,660,000 
Capital Paid Up £1,015,000 Total Income £2,909,000 


DIRECTORS: 
Chairman: The Hon, EVELYN HuBBARD, (Messrs. John Hubbard & Co.) 
Deputy-Chairman: PutItip FE. MARTINEAU, Esq. (Messrs. Martineau & Reid.) 
Vice-Chairman: E. HENRY Loyp, Esq. 





The Rt. Hon. Lorp ALDENHAM. ROBERT I,, HUNTER, Esq. 
(Messrs. Antony Gibbs & Sons.) (Messrs. Hunters.) 
F, R. S. BALFour, Esq. | C. D, MEDLEY, Esq. 
ALAN H, Broprick, Esq. (Messrs. Field, Roscoe & Co.) 
T. G. C. BRowne, Esq. RODERICK PryoOR, Esq. 
The Rt. Hon. Lorp DAWSON OF PENN, | GEORGE W. Rowe, Esq. 
G.C.V.O., K.C.B., K.C.M.G, (Messrs. Frere, Cholmeley & Co.) 
WILLIAM Dawson, Esq. R. W. SHARPLES, Esq. 
me ti — a -* >. tA) (C. Czarnikow, Ltd.) 
onn K. Gilliat & Co., Lid. > - " + 
Col. LioneL H. Hansury. GMC. E. ROBERT STILL, Esq. 
(Messrs. Wood, Hanbury, Rhodes & Jackson— F. A. SZARvAsy, Esq. 
Director of the Bank of England.) JOHN WALTER, Esq. 


HEAD OFFICE - - 68 King William Street, London, E.C.4 
ALL THE PRINCIPAL CLASSES “OF INSURANCE BUSINESS TRANSACTED. 
LIFE DEPARTMENT: 

FREE WHOLE WORLD POLICIES. LIBERAL CONDITIONS OF REVIVAL. ESTATE DUTY 
POLICIES PAYABLE BEFORE THE GRANT OF PROBATE. TERM ASSURANCES WITH 
OPTIONS. SAVING FUND POLICIES WITHOUT MEDICAL EXAMINATION. EDUCATIONAL 
ENDOWMENTS AND ASSURANCES. THE ‘*UNIVERSAL”’ POLICY. IMMEDIATE AND 
DEFERRED ANNUITIES. PENSION POLICIES. POLICIES GRANTED ‘* WITH PROFITS” 
ON FAVOURABLE TERMS. 
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SOCIETE GENERALE 


POUR FAVORISER LE DEVELOPPEMENT DU 
COMMERCE ET DE L’INDUSTRIE EN FRANCE 


Head Office: 29 Boulevard Haussmann, Paris (IX). 
London Office: 105 Old Broad Street, E.C.2. 
West End Branch: 65 Regent Street, W.1. 


HE Société Générale for encouraging the development of trade and 
industry in France was founded on May 4, 1864, under the patronage of 
the Bank of France and various banking houses, and also of the railway 

companies and large industries. The chairman of the first board of management 
was Monsieur E. Schneider, Speaker of the French House of Commons of that 
date, Regent of the Bank of France, and Managing Director of the Creusot Works, 


Since then the operations of the Société Générale have increased year by year. 
The original capital of 120 million francs has been increased on several occasions, 
and now amounts to 500 millions. The number of its agencies and offices, fifty-one 
in 1869, now totals 1,350 for the area of Paris, the provinces, and North Africa 


In addition the Société Générale has a branch in the City of London, and j 
represented outside France by associated or affiliated banks: in Germany 
Luxembourg, Switzerland by the Société Générale Alsacienne de Banque, whic, 
moreover, has developed and now carries on the network of branches in Alsace 
Lorraine given up by the Société Générale in 1881; in Belgium by the Sociii 
Frangaise de Banque et de Dépéts ; in Spain by the Société Générale de Banque pow 
L’Etranger et les Colonies ; in Syria by the Banque Frangaise de Syrie. 


The resources placed at the disposal of the Société Générale by its customes 
have increased almost uninterruptedly, as may be seen from the following table 


DEPOSITS OF THE SOCIETE GENERALE 


Million Francs. 


Cheque 
and Deposit 
Accounts. 


Creditor Current 
Accounts. 


December 31, 1913 Pe oe 673 1,118 1,791 
1920 as ia 1,237 3,872 5,109 

1925 2,190 5253 7443 

1926 ic “a 2,441 6,162 8,603 

99 1927 - és 3,047 6,818 9,865 

June 30, 1928 ae sa an 3,259 8,610 11,869 


The extent of its deposits enables the Société Générale to furnish merchants 
and industrialists with the resources necessary to them, either by way of direct 
advances, or by placing their loans with its customers. 

A special service has been organized to deal with foreign business in which 
are grouped the different sections of the establishment which formerly dealt with 
international transactions. 


Thus the “ Foreign Department ” includes a bureau de change and a bill an 
documentary credit section. In addition it is perfectly equipped for the paymen 
of letters of credit and circular cheques of most of the banks of the world. 


(Advt.) 
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French Banking 


HE legal stabilization of the franc was an important 
landmark in the post-war evolution of French 
banking. It has eliminated the element of uncer- 

tainty which obscures the position and prospects of banks 
in countries with fluctuating currencies. While the fate 
of the franc was uncertain, it was impossible to form an 
idea as to the effect of the war upon French banking. 
Now that the stabilization is an accomplished fact it is 
possible to conclude that the great majority of French 
banks have weathered the war and its financial aftermath 
satisfactorily, and that they have emerged from the 
chaos strong and sound. Of course, so long as the balance 
sheets are not altered so as to bring them into accordance 
with the new legal value of the franc it is impossible to 
get a clear picture of the position. It is none the less 
beyond doubt that French banking has withstood the 
severe test of post-war inflation and deflation. 

Most continental countries, even those which suffered 
less than France, underwent a severe banking crisis after 
the war, either as a result of the slump and depression 
that succeeded the post-war boom, or in consequence 
of excessive speculation stimulated by inflation. Even 
neutral countries did not remain immune from the crisis. 
In France there were a few isolated banking suspensions, 
but they were due to individual causes, and their number 
and extent were by no means abnormal. There was no 
catastrophic failure of any leading institution, such as 
the Landmandsbank crisis in Denmark or the suspension 
of the Nobles’ Bank in Japan. Nor was there a wholesale 
suspension of small local banks, such as was witnessed in 
Italy or in Norway. There was no need for any process 
of amalgamation so as to avoid difficulties, as in Austria. 
The amalgamations which took place after the war were 
the outcome of a natural tendency of banking expansion, 
not of any emergency situation. 

Doubtless the comparatively favourable economic 
situation of France has largely contributed ‘to maintain 
prosperity in banking, in spite of monetary fluctuations. 
There has never been any unemployment comparable with 
that of this country or of Germany. The agricultural 
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resources of the country, and the need for work of 
reconstruction of devastated areas have kept the nation 
busy irrespective of the vagaries of prices and exchanges. 
This, in itself, secured to French banks a steady volume 
of sound business. There was, however, no lack of 
pitfalls. It is proof enough of the inherently sound policy 
and management of French banks that they did not allow 
themselves to be carried away by speculative fever, and 
withstood the temptation of making quick and large 
profits by departing from the principles of prudent 
banking. They kept aloof from the reckless gambling in 
exchanges, confining themselves to carrying out the 
orders of their customers. While a great number of 
foreign banks suffered losses on the franc in 1924 and in 
1926, the French banks themselves, thanks to their 
conservative policy, remained immune. The extent to 
which they have to carry frozen assets is comparatively 
small. They were careful not to tie themselves down to 
any great extent to any particular branch of business. 

Since the actual stabilization of the franc the deposits 
of the commercial banks have undergone a steady in- 
crease, aS a result of the reconstruction of savings, and 
also of the spread of the banking habit among all classes 
of the population. In this respect there is still wide scope 
for expansion. In contrast with most other civilized 
countries, in France a great proportion of the population 
prefer to hoard their liquid resources instead of confiding 
them to a bank. Considerable progress has been noticed 
since the war, and especially since the return to stable 
conditions, in the adoption of more businesslike habits. 
The French banks are, therefore, in the enviable position 
of having a fair chance of acquiring a large number of 
new customers without having to establish unproductive 
branches and without having to overbid each other as to 
terms. The natural process of reconstruction of savings 
is also likely to continue for some time. 

The banks have already benefited to a great extent 
from the stable conditions. A comparison of profits in 
1926 and 1927 shows a satisfactory progress, notwith- 
standing the general decline of prices which naturally 
tends to lower profits in every branch of business. In 
spite of their larger profits, the banks were rather reluc- 
tant to increase their dividends so long as the franc was 
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not legally stabilized. The following figures compare 
the dividends of some leading banks for 1926 and 


1927 :— 


1926 1927 
(In Francs) 

Banque de France - Ks ns a <a — an 402 
Crédit Lyonnais se ea oa i. mr 80 go 
Société Générale ‘ ; a re sl 274 35 
Comptoir National d’Esc ompte aa ie - 60 70 
Banque de Paris et des Pays Bas... a - 85 85 
Banque Nationale de Crédit .. as re es 45 55 
Banque de I’Union Parisienne ‘“ és ss 45 55 
Crédit Commercial de France oi a - 50 50 


In spite of the conservative dividend policy of the 
banks, their shares underwent a spectacular rise, in 
anticipation of larger dividends after the legal stabiliza- 
tion of the franc. It is an open secret that most banks 
have huge hidden reserves, as a result of the appreciation 
of some of their assets. The readjustment of their balance 
sheets is awaited with great interest, both in France and 
abroad, though it is doubted whether the banks will 
disclose the full extent of their capital appreciation. 

There have been a number of capital increases during 
the last few months. In some cases, the object was 
merely to secure the control of the banks in French hands. 
Though the extent of foreign purchases of bank shares 
did not justify any immediate anxiety in this respect, 
most banks considered it advisable to be on the-safe side, 
and to create shares with plural voting rights, securing 
the control of the share capital in the hands of the present 
owners. There were a number of capital increases with a 
view to readjusting the share capitals of the banks to 
their increased turnover. This process is far from being 
concluded. The boards of many banks have obtained 
authority from the shareholders to proceed to further 
substantial increases if and when conditions become 
favourable for the issue of new shares. The capital of 
most banks, far from being watered, is comparatively 
smaller than before the war, so that the movement of 
capital increases is decidedly a sound one, all the more as 
there is reasonable hope for a further expansion of their 
activities. 





Every office in every class 
of business has a_ definite 
need for Wright's ‘‘ Regulo”- 
controlled Gas Radiators in 
the cold-weather months. 
Customers appreciate the 
comfort they give. 


Wright's Gas 


Radiators are 


especially suitable for offices | 


because they are economical 
and require no attention. The 
“*Regulo” automatically cuts 
down the gas when the radiator 
reaches a certain temperature, 
thus saving gas wastage and 
preventing the atmosphere 
becoming too oppressive. 


A new edition of the 
booklet “ Loops of Heat” 
is now available. 
WRIGHTS 
& “REGULO-CONTROLLED 


2ADIATORS 





JOHN WRIGHT & CO: 
Dept. O 
ESSEX WORKS - ASTON - BIRMINGHAM 
(Radiation Ltd., Proprietors) 





BANQUE OTTOMANE 


Established 1863. 


CAPITAL, £10,000,000. 
PAID UP, £5,000,000. 


Paris: 7 RUE MEYERBEER (IX°). 


Tel.: LOUVRE 67-01 (6 lines). 
Telegraphic Address: OTTOMBANK. 


London: 


26 THROGMORTON ST., E.C.2. 


CONSTANTINOPLE and throughout TURKEY. 
MANCHESTER: 56/60 Cross Street. 
MARSEILLES: 41/43 Rue Grignan. 

EGYPT: Alexandria, Cairo, Ismailia, Mansourah, 
Minieh, Port Said. 
PALESTINE: Jerusalem, Jaffa, Caiffa, Nablouz. 
TRANSJORDANIA: Amman. 
CYPRUS: Nicosia, Larnaca, Limassol, Famagusta, 
Paphos. 
Filiale for SYRIA: BanquedeSyrieet du Grand Liban, 
GREECE. MESOPOTAMIA. PERSIA. TUNIS. 
(Over 80 Branches in the Near East.) 


The Bank has been established for over 60 years, and 
has its own Branches or Agents in every important 
ccmmercial town in the Near East. 

Drafts and Telegraphic Transfers issued. Letters 
of Credit granted. Exchange and Insurance 
operations effected. 


BANCA MOLDOVA 


Leen 
JASSY———-BUCHAREST,} 


o a 


Capital Paid Up and Reserves— 
LEI 122.500.000.— 


oO Oo 
Cable Address : MOLDOBANCA. 


Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BELTZY, RENI, 
TIGHINA (BENDER), ROMAN, 

VASLUI. 


o a 


Every Description of Banking 
Business Transacted. 





Banking and Finance in Finland 


Banking in Finland 
By Dr. jur. J. K. Paasikivi 


(President of the Finnish Bankers’ Association) 


NDER Russia, Finland, as a semi-autonomous 
| State, had her own legislation and Government, 

as well as her own financial institution, which was 
independent of the finances of Russia. Since the ’sixties 
Finland has also had her own money system and mone- 
tary unit, and since 1878 a metallic standard based on 
gold (1 Finnish mark=1 gold franc). In addition, she 
had not only her own central bank of issue, but also a 
system of private banks, which had developed in accord- 
ance with the needs of the country. The Russian banks 
did not extend their activities to Finland, nor did they 
have any branch offices there. Finland lived her own 
economic life, which, like her state of finances, developed 
steadily. Abroad she enjoyed fairly good credit, and 
for the development of her economic resources, especially 
for the construction of railways, capital was always 
forthcoming. 

Finnish private banking dates from the ’sixties, when, 
after the Crimean War and the rise of Alexander II to the 
throne of Russia and Finland, a more liberal era in politics 
dawned and an active period in Finland’s economic life 
began, mainly due to the rise in the timber industry and 
its connections. The first private bank, “‘ Férenings- 
banken i Finland,” was established in 1862, and the 
second, ‘‘ Nordiska Aktiebanken fér Handel och Industri,” 
in 1873. In 1889 the “ Kansallis-Osake-Pankki” was 
founded, the purpose and programme of which were to 
support the economic activities of the Finnish-speaking 
population of the country. These three banks were the 
largest in Finland; but later a number of smaller ones 
came into being, and by 1913 there were thirteen private 
banks operating in the country. These institutions have 
followed the same general principles as the Scandinavian 
banks, particularly those of Sweden; the funds entrusted 
to them mainly consist of fixed deposits, subject to 
six months’ notice of withdrawal. The development 
of the banks prior to the Great War was steadily 
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progressing, and with one or two minor exceptions no 
serious difficulties arose. 

During the war and the period which followed, the 
economic and financial conditions of Finland were thrown 
into some confusion. Two new factors had come into 
existence, the effects of which were of particular impor- 
tance to the business of banking. _One of them was the 
essential change—especially in foreign trade—brought 
about by Finland’s formation into a separate State, 
independent of Russia. The other was the depreciation 
of the Finnish currency which had started in 1915 and 
culminated in the year 1921. 

Before the war Finland had been, economically, 
greatly dependent upon Russia. Of her visible exports 
in 1913 about 28 per cent. went there. But the invisible 
exports to Russia were considerable, and it can be said that 
40-44 per cent. of Finland’s foreign payment balance was 
dependent on that country. The Bolshevist revolution 
of 1917 entirely put an end to this economic relation- 
ship, and after the World War Finland had not only to 
find a new market for the goods which had formerly been 
purchased by Russia, but had, in addition, to enlarge her 
export industries to cover the former invisible export 
to Russia. For this new markets had to be sought in 
the Western countries. To complicate the problem, 
there arose, after the war, in Finland, as in many other 
countries, a great demand for foreign commodities, which 
had to be met, while on the world markets the prices 
of Finnish export goods were considerably lower than the 
prices of those commodities which Finland had to pur- 
chase from abroad. In 1919-20, for instance, Finland 
had to deliver three units of wood goods to procure the 
same amount of goods that in 1913 she had received for 
two units. 

The industrial extension which all this necessitated 
and the consequent transformation of economic life 
required considerable capital, which had for the most 
part to be procured by the Finnish banks. They found 
themselves put to a severe test. Banking institutions 
had, as already stated, developed favourably before the 
war. But wartime events had destroyed capital in the 
land, and depreciation of the currency had brought its 
inevitable results, especially in diminishing the liquid 
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capital of the country. At the beginning of 1919 the 
total disposable funds, as shown by the aggregate balance 
of the Finnish banks, was in real value equal to only 
about 60 per cent. of the total aggregate balance before 
the World War in early 1914. The difficulties of procuring 
working capital for the country’s increased industries 
and for other enterprises were therefore great. The 
shortage was partly covered by foreign short-term loans, 
advances being granted to the Finnish timber industry by 
England, for instance, under the guarantee of the banks. 

In the years following the World War the economic 
life of Finland has been reasonably successful and reason- 
ably undisturbed. Agriculture and the manufacturing 
industries have advanced, and the formation of capital 
has been satisfactory. To supplement this, foreign 
capital has been introduced into the country in the form 
of bond issues. The State budget was placed in equili- 
brium immediately after the war, and since 1922 the 
value of the Finnish currency has been stable. In 1926 
the gold standard was legally adopted. Finnish banking 
has progressed also. The following figures are given in 
illustration :— 

FINNISH JOINT-STOCK BANKS. 
(in millions Fmk.) 


Own Funds : | Total of 
(Share Capital and Reserves) Deposits. | Balance Sheets. 





Ig15 i 541 2,916 3,761 
1922 - 1,123 4,336 6,907 
1927 - 1,417 7,202 9,540 
1928 eo 1,685 7,795 10,692 
(August 31) 








The disturbances and fluctuations described above 
were the cause of many difficulties to Finnish banks. 
But, despite some hard experiences and losses, it has 
been possible in most cases to bring them to clearer 
waters. 

Some permanent results and alterations have, 
nevertheless, been brought about. For one thing, the 
abundance of money in Finland during the war caused 
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the establishment of several new banks, some of which 
have since ceased their activities. Of much greater 
importance, however, are the banking amalgamations 
which have taken place within the last few years. The 
most important was that between the Foéreningsbanken 
i Finland and the Nordiska Aktiebanken, which, in 1919, 
came together to form the A-B Nordiska Fo6renings- 
banken, into which the Privatbanken also joined in 1922. 
In 1919 the Helsingfors Aktiebank and Nylands Aktie- 
bank amalgamated (the name of the former bank being 
preserved as that of the new joint bank), and later 
on three smaller banks joined these two. In 1920 
an amalgamation took place between the Wasa Aktie- 
bank, the Abo Aktiebank, and the Landmannabanken, 
forming a joint bank under the name of Unionbanken. 
In spite of these amalgamations, the number of banks, 
however, has risen and now amounts to eighteen. 

Of these, the two largest, Kansallis-Osake-Pankki 
and A-B Nordiska Féreningsbanken, which do nut greatly 
differ in size (Kansallis-Osake-Pankki’s balance sheet on 
August 31, 1928, showing 2,892 million Fmks., and A-B 
Nordiska Féreningsbanken, 2,766 million Fmks.) form a 
class by themselves. The total of their combined balance 
sheets is greater than those of all the rest put together, 
and their turnover in 1927 made 65 per cent. of the 
aggregate turnover of all the Finnish banks. The Union- 
banken and the Helsingfors Aktiebank are likewise of 
about the same size as each other, the balance sheet of 
the former totalling 972 million Fmks. and of the latter 
815 million Fmks. 

Another important factor in the money market and 
economic life of Finland is the savings banks. The first 
of these began its activity in 1823, and since then the 
savings bank institution has progressed steadily. In 
1926 there were in all 470 savings banks, of which 
sixty-two were situated in the towns and 408 in the 
country. The savings of the depositors reached in that 
year the total of 2,421 million Fmks.—1,138 millions 
from the towns and 1,283 millions from the country. 
In 1908, in order to promote the activity of the savings 
banks, a central bank owned by the savings banks was 
established under the name of the Saastépankkien 
Keskus-Osake-Pankki. 
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Finally, mention should be made of a third group of 
money institutions, namely, the co-operative financial 
societies, founded on the Raiffeisen system, the first of 
which was established in 1904. Since then these institu- 
tions, which chiefly have in view the economic support 
of the country people of small means, have developed 
greatly under the protection of the State. At the end 
of 1927 there were in all 1,521 co-operative financial 
societies, and the means at their disposal amounted to 
about 700 million Fmks. 


The State Finances of Finland 
By Juho Niukkanen 


(Minister of Finance) 


INNISH State finances, the development of which 
>) as an independent institution dates back to the 
beginning of the nineteenth century, fell into great 
difficulties during the turbulent years of the Great War 
and the ensuing upheavals. These difficulties were 
increased by Finland’s newly acquired and complete 
independence, which made it necessary to create a 
national defence force, a diplomatic corps, and even new 
branches of administration. Nevertheless, a state of 
equilibrium was reached in 1921, and since then Finland’s 
finances have been firmly established, and even, in some 
years, in excellent condition. 
The general development of State income and 
expenditure is shown in the following tables : 


Actual Total 
receipts expenditure 

Mill. Fmks. Mill. Fmks. 
2,698 
2,551 
3,497 
3,149 

, 3.953 
4,077 
3,988 
4,233 
4,232 
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It will be seen, to begin with, that expenditure has 
shown a tendency to rise year by year, the few exceptions 
from the general trend being due to fluctuations in 
extraordinary expenditure. The rise in expenditure 
between Ig21 and 1924,inwhich year the Finnish mark was 
stabilized at its present level, is, however, to a large 
extent merely formal in that the purchasing power of 
money decreased during the period almost in correspond- 
ing degree. On the other side, ordinary receipts, which 
do not include loans or cash balance utilized, have 
increased, on the whole, in the same proportion. The 
increase in receipts is due chiefly to the improved state 
of the apparatus of production and the gratifying 
enlargement of economic activity, but it is also due in 
some measure to the increased earnings of the State. 
Yet another reason for it exists, however, in the State’s 
system of book-keeping, by which the gross receipts of 
State business undertakings are entered on the debit 
side and the sums expended to procure these receipts on 
the credit side. From which it follows that an increased 
liveliness, for example, in railway traffic, results in an 
increase in both debit and credit accounts. 

As will be seen from the preceding table, actual receipts 
have in some years exceeded the total expenditure. In 
other years, when a state of balance has not been achieved, 
it has been necessary to meet the excess of expendi- 
— which during the period 1921-1927 aggregated 

370 million Fmks., through other means. New State 
“pe have actually ‘been raised during the period to a 
total amount of 2,040 million Fmks. But during that 
time the whole of the floating national debt has been 
redeemed and considerable instalments repaid on certain 
old loans, so that the net increase in the national debt 
for the years in question is only 760 million Fmks. In 
reality, much larger sums have been expended on debt 
redemp' ‘ion than is revealed by these figures, which take 
no account of the appreciable agio loss on the oldest 
loans. If it be further taken into account that capital 
savings amounting to close upon 790 million Fmks. have 
accumulated during the period, the conclusion to be 
drawn is that in reality no borrowed means whatever have 
been used to cover actual State expenditure—in spite of 


the fact that in the same years the State invested 
[Continued on page 91 











HEAD OFFICE IN HELSINKI. 


KANSALLIS-OSAKE-PANKKI 
(National-Joint-Stock- Bank) 


HELSINKI 
(Helsingfors) 


HE Kansallis-Osake-Pankki was established 


in 1889 to provide for the economic side 





of the Finnish national movement. It began 


business in February of the following year with 


a capital stock of Fmk. 2,500,000. 


From 1892 for a term of over twenty years, 
Mr. F. K. Nybom, one of the country’s most 
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KANSALLIS-OSAKE-PANKKI—continued. 


LAHTI BRANCH OFFICE. 


prominent bankers, served as Managing Director 
of the bank. During his time the bank steadily 
developed from a modest beginning till it came 
to rank amongst the leading monetary institutions 


of the country. 


The year 1914 marked a new era in the 
development of the Kansallis - Osake - Pankki. 
Managing Director Nybom retired on account of 
advancing age, and Mr. J. K. Paasikivi, LL.D. 
who had served both as Prime Minister and as 


Minister of Finance, was summoned to take his place. 
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KANSALLIS-OSAKE-PANKKI—continued. 


The war period and the years following were, 


both politically and economically, very eventful 


ones for Finland. The economic difficulties which 





followed the war put the monetary institutions to 
an unusually severe test. By efficiently adapting 
itself to the new conditions, however, the Kansallis- 
Osake-Pankki succeeded in developing its business 
from year to year, and extending its range of 
activity to cover all the phases of modern banking 
with its Securities, Trustee, and Mortgage, etc., 
Departments. 


By new issues of stock and by transfer of 
profits to the reserves the bank’s own funds have 
repeatedly been supplemented in the course of 
years, so that the share capital at present is Fmk. 


200,000,000, and the reserves Fmk. 203,000,000. 


The balance sheet for June 30th, 1928, showed 
a total of 2,897 million marks, deposits amounting 
to 2,398 millions, and loans and discounts to 
2,674 millions. As to the amount of its balance- 
sheet total and its actual deposits the Kansallis- 
Osake-Pankki holds the first place among the 


country's private banks. 
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KANSALLIS-OSAKE-PANKKI—continued. 


The total turnover in 1927 was 170 milliard 
marks. The dividend since 1924 has each year 


been 18 per cent. 


Of all the banks in the country the Kansallis- 
Osake-Pankki’s has developed the most extensive 
network of branches. Through its 160 offices 
the whole of Finland has been brought under its 


influence. 


From the fundamental thought which animated 
the founders of the Kansallis-Osake-Pankki, from 
the people amongst whom its shares have been 
distributed, and from the extent of its circle of 
customers and its network of branches, one cannot 
but conclude that the Kansallis -Osake - Pankki 
has in a forceful way democratized banking in 


Finland. 


On the management of the Kansallis-Osake- 
Pankki (besides its managing director, Mr. Paasikivi) 
are Messrs. Anders Wiksten, Mauri Honkajuuri, 
Birger Wegelius, Juhani Arajarvi and Antti 
Hiltunen. The supervisory board has been pre- 


sided over by ex-Senators A. Osw. Kairamo and 


P. E. Svinhufvud. 
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considerable sums, which are contained in the expenditure 
figures given above. Profit-yielding enterprises alone— 
State railways, the Imatra power-station, harbours and 
canals, State industrial undertakings, loans granted by the 
State, etc.—account for almost 3,100 million Fmks., or 
about 13 per cent. of all expenditure, to say nothing of 
other capital investments. 

Of the actual income of the State the greatest part is 
ordinary in nature, whereas a considerable part of 
expenditure is extraordinary. The proportions of each 
may be seen from the following totals extracted from 
the 1927 balance sheet : 


Mill. Fmks. 
Ordinary receipts .. rr ‘s i .» 3,908 
Extraordinary receipts... ‘i os - 64 
Income outside of the Budget... és ‘es 14 


Actual receipts A 6 -» 3,986 
Cash balance utilized ag aE re os 2 


Total receipts kia $e -» 3,988 
Ordinary expenditure ea asa st is 3,985 
Extraordinary expenditure - “ - 659 


Total expenditure .. ie -- 3,988 


If we examine only the net figures we find that the 
net expenditure in 1927 amounted to 2,900 million Fmks., 
or about 870 Fmks. per inhabitant. Over half of the net 
expenditure was divided between the defence force 
(18°8 per cent.), the educational system (16°3 per cent., 
and debt service (17°5 per cent.). The latter figure 
includes, as well as interest payments, all regular amorti- 
zation payments, which alone amount to about 9°6 per 
cent. of the net expenditure. Extraordinary expenditure 
consists for the most part of various capital investments. 

To give an idea of the sources of the State’s income, 
it may be mentioned that of the net receipts about 
74 per cent. was derived from various taxes, about 15 per 
cent. from the surplus provided by the State business 
undertakings, and the remaining I1 per cerit. from other 
sources. 

A division of the taxes according to their nature 
gives the results for 1927 as follows. 
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Mill. Per cent. of 

Fmks. net receipts. 
Direct taxes $4 - ” 485 22°6 
Indirect taxes i 4 on Baeza OO"! 
Miscellaneous taxes a e- 244 LS ae | 





Of the direct taxes only the income and property tax 
deserves mention. In 1927 it yielded 480 million Fmks. 
Import duties form the most important item amongst 
indirect taxes, with a yield of 1,212 million Fmks. They 
are for the most part fiscal duties, imposed on imports 
of wheat and other cereals, sugar, coffee, and tobacco. Of 
importance, too, are the excise duties on tobacco, matches, 
and sweets, yielding, in the aggregate, 197 million Fmks. 
for the year. 

The net earned income (426 million Fmks. in 1927) 
accrued from several different sources. The most im- 
portant from the point of view of the State finances are 
the forests and railways, the net yield from each of these 
approaching 160 million Fmks. Together they represent 
108 per cent. of the total net income. Next in respect 
of yield were the State alcohol business (approximately 
50 million Fmks.) and the postal and telegraphic service 
(about 44 million Fmks.). The significance of the State 
landed estates, canals, and certain industrial undertakings 
is, in respect of net yield, smaller. 

We have already noted a apne increase in the 
national debt during the years 1922-1927. Actually 
the whole of the increase took place before 1926, as since 
then the total amount has declined. On August 31, 1928, 
after the conversion of a fairly large loan, the total 
national debt was about 3,500 million Fmks. divided into 
340 million Fmks. ane loans, and 3,160 million Fmks. 
foreign loans. The whole burden was thus 1,050 Fmks., 
or about £5 Ios. per inhabitant, and represents less than 
20 per cent. of the productive property of the State. 
Compared with the national debt of most other countries 
it is not large. 

As will be seen from the above, Finnish State finances 
can be regarded as being in very good condition. The 
only real drawback is that the present taxes constitute 
an appreciable burden on both private and business life. 
They have not, however, been so heavy as to prevent 
the increase in strength and activity which has been 
apparent in economic life during the past few years. 
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Aktiebolaget Unionbanken 


N,1920 the Wasa Aktie Bank, founded in 1879, the 
Abo Aktiebank, founded in 1896, and the Landt- 
mannabanken, Aktiebolag, founded in 1910, amal- 

gamated into one institute under the name of Aktiebolaget 
Unionbanken i Finland. Of these three banks the two 
first-mentioned institutes were originally purely provincial 
banks, but had, especially the Wasa Aktie Bank, developed 
into concerns of far-reaching importance. The Landt- 
mannabanken, Aktiebolag, was founded by large groups 
of farmers for the special purpose of supplying the floating 
credit required by the agricultural population in Southern 
Finland and Ostrobothnia. At the amalgamation special 
consideration was given to the interests of the customers 
of the old banks, and the management of the new Bank was 
therefore located at three independent Head Offices : 
in Helsingfors, Wasa and Abo. This mode of organization 
having, however, proved expensive and unwieldy, the 
management of the Bank, at the reconstruction which took 
place in 1924, was concentrated in one Head Office in 
Helsingfors. The name of the Bank was simultaneously 
changed into Aktiebolaget Unionbanken. 


Towards the end of 1926 the Aktiebolaget Union- 
banken acquired the majority of shares in the Sddra 
Finlands Bank Aktiebolag, a bank which, after an activity 
of only eight years, had gained the place of the ninth in 
order amongst the Finnish banks. In virtue of unanimous 
decisions of the shareholders of both banks, the Sddra 
Finlands Bank Aktiebolag was merged on January I, 1928, 
with the Aktiebolaget Unionbanken. By taking over the 
Sédra Finlands Bank Aktiebolag the activities of the 
Bank, hitherto concentrated in Southern, Western, and 
Northern Finland, were extended also to the Eastern 
parts of the country, where the first-mentioned bank 
had succeeded in building up quite a considerable volume 
of business. 


The Bank has been developing steadily with a con- 
stantly increasing scope of transactions. Thus, according 
to a decision taken at the general meeting held on October 1, 
1927, the Bank’s capital was raised in the beginning of 
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AKTIEBOLAGET UNIONBANKEN—continued. 


1928 by Fmk. 50,000,000 from Fmk. 100,000,000 to 
Fmk. 150,000,000 fully paid up by the issue of 500,000 
new shares at the rate of 130 marks per share, the 
premium of 30 marks per share having been transferred 
to the Reserve Fund. 


A considerable expansion in the figures of the Bank’s 
balance sheet has taken place during recent years. The 
balance sheet 

shows, at June 

30, 1928, deposits 

on current ac- 

counts to the 

amount of Fmk. 

149,269,124, as 

against Fmk. 

131,763,705 on 

December 31, 

1924. During 

the same period 

deposit ac- 

counts expanded 

from Fmk. 

291,689,345 

to Fmk. 

484,563,761. 

The total of 

bills discoun- 

ted increased 

ewes from Fmk. 
ee 148,594,047 
The new Head Office building of the Aktiebolaget ° Fmk. 


Unionbanken in Helsingfors in course of construction. 273;93453 66 3 
and of loans 


from Fmk. 213,800,461 to Fmk. 268,473,389. Loans 
on current accounts rose from Fmk. 203,390,165 to 
Fmk. 280,689,950. Simultaneously the balance sheet total 
increased by about 50 per cent. from Fmk. 663,330,141 
to Fmk. 949,947,744. The reserves amount at present to 
about Fmk. 50,000,000, as against about Fmk. 26,000,000 
in the year 1924. 

The dividends paid by the Bank have shown a 
steady increase too, as seen from the following figures: 
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AKTIEBOLAGET UNIONBANKEN—continued. 


1924 (for seven months), Fmk. 5.25; 1925, Fmk.9; 1926, 
Fmk. 10; and 1927, Fmk.11 per share, the par value 
of each share being Fmk. 100. 


Besides a Head Office iri Helsingfors, the Bank main- 
tains also two Provincial Central Offices at Wasa and Abo, 
as well as a widespread net of branches. The number of 
the offices and branches increased from 61 in 1924 to 73 
at present. 


The premises of the Head Office in Helsingfors are 
situated in the vicinity of the railway terminus in the 
centre of the town. These premises, not having been 
originally built for banking purposes and having in con- 
sequence proved inconvenient in many respects, the Bank 
decided to erect a new, monumental building on the 
neighbouring lot at the corner of the Hagasund and 
Alexander Street, the principal thoroughfare of the city. 
The erection works were commenced last summer and 
have edvanced at present so far that, as seen from the 
accompanying photo, a part of the building is already 
completed. The building works are intended to be 
finished in the course of autumn 1929, when the Bank 
will move into its new premises. 


The President of the Bank’s Supervisory Board is 
General Baron Gustaf Mannerheim, formerly Chief 
Commander and Regent of Finland, and Vice-President 
Mr. Georg Ehrnrooth. The Board of Managers consists 
of Messrs. Hjalmar Ekholm, General Manager; Carl 
Enckell, Deputy General Manager; Allan Jusélius, Foreign 
Manager; Gunnar Takolander and Baron B. Seb. 
Gripenberg. 


The condensed statement of Aktiebolaget Unionbanken 
of June 30, 1928, is as follows : 


Liabilities. Assets. 

Fmk. Fmk. 
Capital paid up .. .+ 1§0,000,000 Cashinhand .. .. 24,179,823 
Reserves bi --  §1,628,515 Bills a <a -. 273,934,366 
Deposits oe .. 484,563,761 Loans .. a .. 268,473,389 
Current Account .. 149,269,124 Current Accounts .. 280,689,950 
Bank Post Bills .. o>  295782,102 Bonds and Shares ++ 34,413,115 
Correspondents . . «+ 35,383,187 Bank Premises... * .. 25,528,050 
Sundry Accounts -- 60,237,989 Sundry Accounts ++ 42,729,051 
Mortgage Department .. 1,123,066 
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Fmk. 94959475744 - 949,947;744 
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Finland’s Balance of Payments and 


Capital Market 


By Risto Ryti 


(Governor of the Bank of Finland) 


INLAND is a young country, large parts of which 
>) have only recently been populated. As late as the 
middle of last century she was essentially an 
agricultural nation and the greater part of her population 
was self-supporting. It was only in the 1870's that the 
great development began which has gradually modernized 
the economic life of the country. 

During the last half-century considerable progress has 
been made in exploiting the country’s natural resources. 
But conditions have been very little altered thereby, par- 
ticularly if compared with conditions in the older Western 
countries. Large forest districts in the distant parts of the 
country have still to wait for means of communication 
to be developed before they can be exploited economically. 
The woodworking industry, too, requires a great deal of 
perfecting before the local raw material can be worked 
up for foreign markets in the most profitable way, 
although such industries as supply the home market 
with local natural products can be profitably developed. 
Nor have the numerous rapids of the country’s rivers so 
far been employed by industry and traffic to any great 
extent. Indeed, it may in general be said that the 
economic use of Finland’s natural resources is as yet 
in its initial stage—even a scientific investigation of the 
resources themselves was not undertaken seriously until 
recently. 

In large parts of the country agriculture is still 
fairly primitive, and even in the most advanced districts 
its intensity has not yet attained the level of those 
countries that lead the way in progress. Nevertheless, 
active improvements are being made, the technical side 
is being developed, engine power has increased, and cattle 
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breeding has made strides. In many parts of the country, 
moreover, there are large tracts of arable land, especially 
marsh land, that await clearing. 

The progress of agriculture, as well as an adequate 
expansion of industry and forestry, is dependent on the 
development of means of communication. The water- 
ways and railway system still require much improvement 
before the economic life of the more distant parts of the 
country can be raised to a level corresponding to their 
natural resources. Motor vehicles, too, are still very 
few in number, and the high roads require a good deal of 
attention before these new means of transport can come 
into their own. 

Both the development work which is going on at 
present and that which will have to be carried out later, 
must require a large amount of capital. The accumula- 
tion of capital inside the country is not sufficient by itself 
to satisfy this want-—1i Finland were thrown upon its own 
resources in this respect, very slow progress would be 
made—so that foreign capital is necessary for this 
purpose. Under such circumstances Finland has become 
a country that has had to import foreign capital, and 
in all probability it will remain so for a long time to 
come. 

It has been estimated that in the last few years before 
the Great War the annual imports of fresh foreign capital 
to this country amounted to approximately 200 million 
gold marks in present currency. The principal borrower 
was the Government, which spent considerable sums both 
of revenue from taxation and of foreign capital on railway 
construction. All the older part of the National Debt 
was contracted for the purpose of capital investment, 
and even during the last decade the considerable invest- 
ments of capital by the Government have only been 
covered to a small extent by new Government loans. 
As a matter of fact, in the course of I92I-1927 the 
Government spent nearly 1,340 million marks on develop- 
ing the railways and on improving their rolling stock and 
efficiency, over 310 millions on erecting the Imatra power 
station, over 200 millions on establishing and enlarging 
industrial enterprises that are important from the point 
of view of national economy, nearly 60 millions on 
constructing harbours and canals, and over 60 millions 
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on developing postal and telegraphic communication. 
In addition to all this, it has spent close on 1,100 million 
marks in loans, the object of which is largely the develop- 
ment of agriculture. 

The State is, however, by no means the only investor 
of capital. In all spheres of work a lively activity has 
been noticeable in the development of means of pro- 
duction. A few examples will illustrate this. No direct 
information is available as to the quantity of capital 
invested, but the results of production give some idea 
of the sums invested. 

The gross value of industrial output at present exceeds 
the output in 1913 by 45 per cent., and the increase in 
net production (i.e. in refinement value) amounts to 
about 60 percent. With regard to the principal exporting 
industries, mention should” be made of the exports of 
sawmill products which were about 40 per cent. higher 
last year than before the war, while exports of paper 
were 53 per cent. higher, of mechanical pulp and card- 
board 36 per cent., and of chemical pulp 382 per cent. 
higher. In addition, a powerful plywood industry has 
sprung up, the exports of which exceed those of any 
other country. Production in many other branches of 
industry which supply the home market has also grown: 
in the chemical industry, for instance, it has almost 
trebled. 

The efforts to improve agriculture are reflected by the 
increase of arable land by about 15 per cent. since IgIo, 
by the increase in the average yield per hectare, by the 
increase in the average quantity of milk yielded by the 
cows, and by the fact that butter exports in 1927, in spite 
of the growing home demand, were nearly 20 per cent. 
larger than in 1913, while exports of cheese have doubled 
or ‘trebled since then. At the same time Finland has 
done better than before in the way of growing cereals 
locally. The imports of cereals in recent years have, 
in spite of the increase of population, been only about 
8o per cent. of the imports before the war, and in absolute 
volume have been lower by about 100,000 tons. 

A phenomenon that has attracted a good deal of 
attention of late is the great liveliness in the building 
trade. During the war this trade was at a standstill, so 
that building on a considerable scale was necessary in 
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A/B NORDISKA FORENINGSBANKEN 
(in Finnish O/Y Pohjoismaiden Yhdyspankki) 


HELSINGFORS—FINLAND 


HE A/B Nordiska Foreningsbanken was established by the 

amalgamation of the two oldest private banks in Finland, the 
Forenings-Banken i Finland, founded in 1862, and the Nordiska 
Aktiebanken, founded in 1872. The branch offices of the bank 
extend all over the country. 


The share capital of the bank is Fmk. 240,000,000.—, and the 
reserves amount to Fmk. 185,000,000.—, this bank being the one 
in possession of the most ample capital in Finland. The dividends 
for the last five years have been 18, 18, 18, 18, and 19% 


The London correspondents are : 


BARCLAYS BANK LTD.; HAMBROS BANK LTD.; KLEINWORT, SONS 
& Co.; LLoyps BANK LTD.; MIDLAND BANK LTD.; SAMUEL 
MontaGu & Co.; NATIONAL PROVINCIAL BANK LTD.; Swiss 
BANK CORPORATION ; WESTMINSTER BANK LTD. 


BALANCE SHEET AT 3lst AUGUST, 1928 
BANKING DEPARTMENT. 


LIABILITIES: Finnish Marks ASSETS : Finnish Marks 
Capital paid up - - we -+  240,000,000-—— Cash in hand and with Bank of 
Reserve Funds . . es -. 185,411.101.28 Finland ++  60,920,933.95 
Deposits : oe - + 1,491,736,441.43  Covernment ond other Bonds -+  106,563,904.73 
Current Accounts és -+  195,086,722.04 Correspondents . . - -+ 669,018,670.24 
Bank Post-Bills . . as --  27,874,625.77_ Bills’ .. sts oi 682,804,072.24 
Correspondents - - és -+ 483,037,707.01 Loans .. sn os i; 165,296,619.60 
Sundry Accounts oi -.  62,664,448.48 Bank Premises . . ‘i -+  30,000,000.— 
Other Liabilities ot -»  80,606,792.85 Sundry Accounts a ~»  45,515,155.55 
Mortgage Department . . v 6,298,512.55 


Fmk. 2,766,417,838.86 Fk. 2,766,417,838.86 


MORTGAGE DEPARTMENT. 
Férenings-Banken i Finland. 


Bonds .. ae i -+  25,256,061— Mortgages ee Pe +»  28,320,321.61 
Reserve Funds .. 0 602,371.45 Sundry Assets .. ie me 798,390.95 
Due Banking Drpetnee an 1,967,566.44 
Sundry Liabilities ae is 1,292,713.67 


Fmk. 29,118,712.56 Fmk. 29.118,712.56 


MORTGAGE DEPARTMENT. 
Nordiska Aktiebanken fér Handel och Industri. 


Bonds .. “as .-  15,350,500—  Morigages .. “ --  20,433,792.44 
Due Banking Dapestnent ee 4,330,946.11 Sundry Assets .. ee oe 524,321.85 
Sundry Liabilities ~ ee 1,276,668.18 


Fmk. 20,958,114.29 Fk. 20,958,114.29 


(Advt.) 
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order to supply the housing shortage. The higher 
standard of living of the working classes has further 
increased the demand for new houses. Moreover, new 
business premises, hospitals, schools, factories, etc., 
have been erected, so that the building operations have 
absorbed a great deal of the available capital. 

In Finland’s trade statistics, there is further evidence 
of improving conditions. The volume of both imports 
and exports has grown rapidly, and in quantity of goods 
it last year exceeded the record figure for 1913 by 
approximately 40 per cent. 

With regard to imports it should be noted that the 
importation of articles of production, means of com- 
munication and other articles for productive purposes, 
which may be regarded as investment of capital, has been 
of special importance during the last few years. From 
having formed about 15 per cent. of the total value 
of imports in the last pre-war years the imports of 
these classes of goods have risen to 22 and 25 per 
cent. of the total of the heavier imports in 1926 and 
1927. 

In such circumstances it might be thought that 
Finland’s balance of trade would prove largely adverse. 
It is true that this was the case in the period before the 
war, imports into Finland at that time, as a rule, far 
exceeding exports. During the last few years, however, 
the balance of trade has returned other figures. Imports 
exceeded exports, indeed, in 1921 (196 million marks), 
in 1923 (208 millions), in 1926 (31 millions), and in 1927 
(62 millions); but, on the other hand, there was a surplus 
of exports in 1922 (498 millions), in 1924 (255 millions), 
and in 1925 (54 millions). For these seven years there 
was thus an aggregate surplus of exports amounting to 
310 million marks. 

The balance of trade is the most important factor in 
Finland’s balance of payments, both in volume and in 
the direct influence which its fluctuations exert on whether 
that balance of payments shall be positive or negative. 
The other factors are more or less constant and, apart from 
income and expenditure, practically balance each other 
when taken altogether. If the movements of capital are 
left out of account and only the ordinary income and 
expenditure of the balance of payments are examined, 





SUOMEN MAATALOUS-OSAKE-PANKKI 
(Finnish Agricultural Bank Limited) 
Established 1917 
HEAD OFFICE IN HELSINKI 
STATISTICAL DATA 


Balance Sheet figures at the end of the years mentioned below : 


Capital 
pai 
in full. 





1917 
1919 
1921 
1923 
1925 
1927 
1928 


Fmk. 
5,000,000 :- 


12,000,000 :— 
15,000,000 :- 
15,000,000 :— 
15,000,000 :- 
30,000,000 :- 
60,000,000 :— 





Deposits. 


Fmk. 
2,420,823:29 


19,408,861:01 
36,743,478:13 
72,552,572:09 
131,591,119-86 
240,085,934:24 
292,368,565:18 


Total of 
Balance 


Sheet. 


Fmk. 

8,135,051:95 
40,232,706:27 
67,731,947:12 
111,216,942:24 
192,454,670:36 
397,312,945:37 
508,090, 117:25 


39 BRANCHES 


Profit. 


Fmk. 
61,233:04 


692,226:37 | 


1 ,352,475:61 
1,767,769:01 


2,682,570:95 | 
4,768,430:53 | 





Dividend. 


(August 31 ) 





SAASTOPANKKIEN KESKUS-OSAKE-PANKKI 
(Central Joint-Stock Bank of Savings Banks) 


of Finland. The savings banks deposit their reserves of cash and other available funds 
with the Central Bank, which grants credits to such savings banks as require support 
in respect of cash. Besides, the bank takes charge of bonds belonging to the savings banks 
and watches them; acts as a kind of clearing institution between the savings banks and between 
them and other financial institutions; supports pecuniarily other common objects of the 


: ‘HE purpose of the bank is to be an economic link and financial support for the savings banks 


savings banks, etc. The bank also accepts deposits from the public. It invests its funds chiefly 
in short-term credits against security in real estate. Its business also includes foreign business 
to some extent: the bank has a correspondent in London--the Midland Bank Limited. 

The bank started business in 1909, Owing to restrictions in granting credit and losses 
during the war, progress was impaired at first. Since the bank obtained the same rights in 
1921 as other joint-stock banks it has developed very rapidly. 

At the end of September 1928 the total balance sheet was 362°5 million marks. All 
deposits amounted to 263°5 million marks, of which 209°5 millions were made up of long-term 
deposits, and 53°5 millions of short-term deposits. 

The present capital is 40 million marks, and the reserve fund 7°5 million marks. The 
shares of the bank may be owned only by savings banks, and of the 472 savings banks in the 
country 433 are shareholders of the bank. 

The bank has no branches, but through the savings banks it is able to carry out orders 
throughout the country. 


M. R. Palojarvi, B.C.L., has been the Chairman of Directors since 1919. 


Telegraphic Address : SPARBANK. Postal Address: HELSINKI. 
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the following results will be reached, omitting the 
balance of trade: 
Surplus of income (+) 
or expenditure (—) 
Year. Million marks. 
1922 os és a8 es .. —30 
1923 - - is ‘ .. —4I 


1924 oe — wi es 6% +14 
1925 ae ie aia aa “a +36 
1926 fn a a — aie +52 


Against the fact that the largest item of expenditure, 
interest, has increased generally, the country’s income 
(the most important items of which are the freights 
earned by the merchant fleet, and remittances from 
emigrants) has grown to such an extent that, on balance, 
steady progress in the right direction has been made 
possible. 

The balance of payments, as a whole, showed a surplus 
of expenditure only in 1923. In all other years income 
has exceeded expenditure, though the tendency is 
apparently towards a state of equilibrium between 
the two. 


Net result of the 
balance of payments. 

Year. Million marks. 
1922 es - i os -- +468 
1923 ‘is Se i bg .. —249 
1924 ‘cm = a ee -. +269 
1925 ea aa re md -» + 90 
1926 ee oe $e <s -- + 19 


t 


During the whole period for which these calculations 
of the balance of payments have been made on identical 
principles, there was an aggregate surplus of income 
amounting to 597 million marks which was utilized for 
the reduction of foreign debts and for building up 
foreign balances. An examination of the business of 
capital investment gives almost the same result. 

During the years 1922-1927 the Government raised 
several bond loans abroad which provided the country 
with more than 1,500 million marks; and the munici- 
palities, the Industrial Mortgage Bank, and the Municipal 
Mortgage Bank obtained from abroad long-term credits to 
a further amount of almost 1,100 million marks. On the 
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other hand, 790 million marks were spent on reducing 
the National Debt abroad and about 190 millions on the 
regular redemption of other bond loans (of communes, 
financial, and industrial concerns). The Bank of Finland 
has accumulated, besides, a reserve of foreign currency 
invested abroad, the increase in which during the period 
mentioned represents about 1,080 million marks, while the 
joint-stock banks have repaid all the short-term deposits 
made by foreigners for speculative purposes, and have 
thus reduced their net foreign indebtedness by ap- 
proximately 915 million marks. Moreover (since of the 
loans negotiated abroad at least 330 million marks worth of 
bonds have actually remained in Finland), it will be seen 
that, with the exception of the short-term indebtedness, 
of which no exact information is available, the foreign 
indebtedness of the country was reduced during the 
period referred to by about 700 million marks. 

In view of Finland’s natural need for capital such a 
result is surprising, and shows that the accumulation of 
capital in the country itself has been plentiful. However, 
the active spirit of enterprise, and the further profitable 
development of the country’s apparatus of production, 
as well as of production itself, will, no doubt, render the 
further importation of foreign capital necessary. A 
distinct stringency of the market for capital has heen 
noticeable during the current year, and in order to afford 
some relief, a certain extent of borrowing from abroad 
will have to be resorted to. As the country is still 
provided with unemployed natural resources, and as 
care will be taken, when a loan is taken up, that its 
amount is kept in correct proportion to the growth 
of production, such importation of capital must be 
considered perfectly sound and good economic policy. 


1875 WHITELAW’S CODES 1228 
£1 to £10. 10 and 12 Figures. Durable Paper. 
New Book 126,000 five-letter words. Cabling is the safest and most 
secret way of doing business overseas, if Reliable Code Words are 
used. For prices and specimens apply to 
WHITELAW’S Telegraph Cypher Office, 
39 LOMBARD STREET, LONDON, E.C.3. 
se Ps ‘Phone: Royal 4044 br 2 ~ 
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Combine of Provincial Banks 


The following five banks situated in different parts of 
Finland are members of this combine : 


Tampereen Osake-Pankki 


Established 1898. Assets: 65 million Finmarks. 
Head Office: Tammerfors. Branch Offices: 43. 
Telegraphic Address : Tammerpankki. 


Lansi-Suomen Osake-Pankki 


Established 1913. Assets : 93 million Finmarks. 
Head Office: Abo. Branch Offices: 41. 
Telegraphic Address : Lansipankki. 


Savo-Karjalan Osake-Pankki 


Established 1916. Assets: 37 million Finmarks. 
Head Office: Viborg. Branch Offices: 4o. 
Telegraphic Address: Karjalanpankki. 


Pohjolan Osake-Pankki 


Established 1918. Assets: 19 million Finmarks. 
Head Office: Uleaborg. Branch Offices: 14. 
Telegraphic Address : Pohjolapankki. 





(Advt.) 
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COMBINE OF PROVINCIAL BANKS IN FINLAND—continued. 


Maakuntain Keskus-Pankki, O.Y. 


Established 1918. Assets: 31 million Finmarks. 
Head Office: Helsingfors. Branch Offices: 17. 
Telegraphic Address : Keskus. 


The combine was formed by the four first banks jointly 


establishing the Maakuntain Keskus-Pankki Osakeyhti6 


with a view to their having a representative of their own 
in the capital, each bank subscribing one quarter of the 
share capital. The purpose of the bank is consequently, 
while carrying on banking business of every description, 
to represent the founder banks in the capital. 


The joint interests thus created have brought all 
these banks into very close touch with each other in 
other respects, too. Considering that the combine has at 
present altogether 155 branch offices all over Finland, it 
will easily be seen of what benefit this arrangement is to 
the clients of the bank, and no less an advantage is derived 
from it by the customers of the bank abroad to whom we 
beg to introduce ourselves on this occasion. 


By applying to any member of the combine of Provincial 
Banks you can feel confident of your instructions being 
carried out in any part of Finland promptly and with 
every care. 





THE BANKER 








The Bank of Finland 
By A. BE. Tudeer, Ph.D. 


(Head of the Statistical Department of the Bank of Finland) 


control of a distinctive currency of its own was 

unknown to the bank during the first decades of 
its activities, as since Finland was joined to Russia in a 
Personal Union from 180g to 1860, Finland’s monetary 
system was that of Russia. The bank’s right to issue 
notes was narrowly limited at first, its activities being 
on the whole insignificant. But in 1840 the right was 
considerably extended, and from that year onward the 
bank has retained its character of a national central 
bank, with all that the position denotes in the national 
economy of a country. Up to the year 1862 the Bank of 
Finland was the only real bank in the country. 


Te Bank of Finland was established in 1811. The 


In 1860 Finland was granted a currency of its own 
(1 mark=100 penni=I1 franc). A rapid depreciation 
of the value of silver at that time caused the Bank of 
Finland a good many initial difficulties in the control of 
its currency, but from the conversion toa gold standard 
in 1877 right up to the World War the value of Finnish 
currency was particularly stable and the development 
of the country’s finances progressed undisturbed. 


The Bank of Finland was from the very start a State 
bank, and since 1868 it has been under the guarantee and 
supervision of the Diet of Finland. The bank does not, 
however, form a branch of the administration, and is not 
even a Government bank as, for instance, the State Bank 
was in Russia. On the contrary, it occupies a special 
position similar to that of the State Bank of Sweden, 
and is managed as an independent bank with absolute 
freedom of action within the limits fixed by law. Since 
1886 the Bank of Finland has enjoyed a monopoly of 
the right to issue notes. 

Up to the outbreak of the Worid War the value of the 
currency was maintained fully, unchanged and stable. 
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During the war, however, the Finnish currency shared 
the fate of so many others, and the convertibility of notes 
was suspended on April 15, 1915. By exerting pressure 
which had no legal support, the Russian Government 
forced the Bank of Finland both to accept large quantities 
of roubles without the right of lowering the rouble rate 
of exchange freely or of selling roubles abroad, and to 
grant loans, which were subsequently never repaid. 
When Finland declared its independence in December, 
1917, inflation continued, as the Bank of Finland was 
obliged to lend money to the Government during the 
difficulties of the first years. Inflation can only be said 
to have ceased in November 1920. In the course of the 
next few years the losses sustained by the Bank of 
Finland were either made good or written off, and the 
Treasury repaid a large part of its loans. It was, 
however, not considered possible to reduce the number 
of notes in circulation to any great extent, for it was 
feared that the business world, which had suffered a lot 
during, and especially after, the war, would not be able to 
stand any great degree of deflation. 


During 1923 the first period of stabilization set in; 
the fluctuations of the mark were forced within narrower 
and narrower limits; since December of that year, the 
Finnish mark has been practically stable; and since 
November 5, 1924, the dollar has been quoted unchanged 
at 39.70 marks. 


During this process the Finnish mark had lost about 
ten-elevenths of its value, as expressed in its purchasing 
power the average wholesale price index for 1925 being 
1,129, on the basis of price levels for I913=100. Seeing 
that gold had lost in value at the same time, the mark 
in its relation to gold as well as to foreign gold currency 
had dropped, rather less, to a little more than an eighth 
of its former value. 


When the Bank of Finland had succeeded in stabilizing 
the Finnish mark, measures were instituted to bind it 
again to gold. On December. 10, 1925, a new monetary 
law and new regulations for the Bank of Finland were 
passed by the Diet, and on December 21 both were 
confirmed by the President of the Republic. Since the 
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beginning of 1926, Finland has again been among those 
countries whose currency is on a gold standard. 


The return to a gold standard was effected without 
any alteration whatever being made in the value which 
the Finnish mark had attained of late. The unit of 
currency remains I mark (markka) divided into 100 
penni. Only the gold contents are less than formerly. 
Of two kilos of minted gold of nine-tenths fineness, 475 
coins of 100 marks value are struck, and of four kilos of 
minted gold the same number of 200 mark coins. The 
notes of the Bank of Finland will, however, as before the 
war, constitute the principal means of payment. The 
notes are not subjected to any change. 


The new regulations do not imply any changes in 
principle in the position of the Bank of Finland. The 
bank carries out all manner of ordinary banking operations 
but is not allowed to pay interest on home deposits. 


The note cover is based on the so-called English 
contingent system already employed for half a century. 
The bank is entitled to issue notes to an amount not 
exceeding 1,200 million marks in excess of its gold reserve 
and undisputed balances with its foreign correspondents, 
but only against fiduciary cover of a nature specially 
laid down in the regulations. All the liabilities of the 
bank payable on demand are reckoned as notes in cir- 
culation in this case. The bank is empowered to redeem 
its notes, at its own option, in Finnish gold, gold ingots, 
or cheques made out in foreign gold currency. 


The gold reserve of the Bank of Finland at the end of 
1925 amounted to 331°6 million marks. Since the note 
circulation on the same date was 1,309°3 million marks, 
the gold cover represented 25°3 per cent. As was the 
case prior to the war, the balances with foreign corre- 
spondents form by far the most important part of the 
note cover. 


The capital of the Bank of Finland is 500 million 
marks. When the gold standard was re-established, the 
reserve fund amounted to about 133°4 million marks, the 
buildings, furniture and shares owned by the bank not 
included; but until the reserve fund reaches 500 million 
marks the whole of the annual profits are to be transferred 
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AIB WILH. BENSOW O/Y, 
HELSINGFORS - - FINLAND 


Established 1889, registered as Limited Company 1916. 


Bankers and Merchants. All Banking business transacted, especially 
loans, reimbursements, and arbitrations. 


Managing Director : EMAN. LAURELL. 


Telegraphic Address : ““ WILHBENSOW, HELSINGFORS.” 
Codes : A.B.C. 5th and 6th Edition, Bentley’s, Wieger’s Blitz 1908, Rud. Mosse. 
Correspondents : HAMBROS BANK LIMITED, LONDON. 
THE NATIONAL CiTy BANK OF NEW YORK, NEW YORK. 
STOCKHOLMS ENSKILDA BANK, STOCKHOLM. 


The Commercial Department represents among others the following houses : 


Moritz Fraenckel & Co., Gothenburg; A/G fiir Chemische Produkte, vorm. 
H. Scheidemandel, Berlin; Norsk Hydro-Elektrisk Kvaelstofaktieselskab, Oslo ; 
Louis Dreyfus & Co., Copenhagen ; Thomasmehlgesellschaft m.b.H., Cologne ; 
Comptoir des Scories Thomas, Paris; Stockholms Benmjélsfabriks A/B, 
Stockholm; Svenska Superfosfat Férsaljnings A/B, Helsingfors; Zaklady 
Solvay w Polsce, Warszawa; Salinera Espafiola, Palma de Mallorca, etc. 


Directors : Wilh. Bensow, Manager; Eman. Laurell, Arthur Séderholm, 
Aug. Cabell, ordinary members; and A. Kullberg, supp. 
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toit. Subsequently, at least one-third is to be transferred 
to the reserve fund, while the Diet is entitled to decide 
with regard to the rest. 


When the Bank of Finland had thus recovered a 
secure position, it made great progress, which is to be 
ascribed to the lively economic enterprise of the last few 
years, a result, to a great extent, of the definite stabilization 
of the currency. The gold reserve was, indeed, reduced 
slightly by 4°6 per cent. during 1926 and 1927, but the 
gold withdrawn was used for industrial purposes. For 
maintaining the value of the Finnish mark the bank has 
always had sufficient foreign currency at its disposal. 
The value of the mark has never been endangered in the 
slightest degree and only favourable consequences of the 
reform of the currency can be reported. The bank’s 
ordinary cover amounted on an average, in 1926, to 75°I 
per cent.,and, in 1927, to 77°8 per cent. ofits total liabilities 
payable on demand. This year the percentage for the 
cover has fallen a little owing to the great demand for 
credit, but the ordinary cover has always been over 50 per 
cent. of the liabilities referred to. The bank’s net profit 
amounted to 1071 million marks in 1926 and 116°7 
millions in 1927, compared with 82°7 millions in 1925 
and 65°4 millions in 1924. The financial results of the 
Bank of Finland’s business are, therefore, yet another 
indication that the position of the bank is a good one and 
that economic life in general in Finland is in a healthy 
state. The net profits have been transferred in their 
entirety to the reserve fund, which has thereby grown 
to 357°1 million marks in 1927, and will clearly amount 
at the end of 1928 to the sum of half a milliard of marks 
prescribed in the regulations. 


The management of the bank is carried on by a board, 
the chairman and members of which are appointed by the 
President of the Republic, under the control of the 
supervisors elected by the Diet, which also, through 
auditors, controls the management of the bank. The 
bank supervisors may best be compared with the council 
in joint-stock banks, whereas the immediate conduct of 
the business of the bank is in the hands of the board of 
management. 





Suomen Asuntohypoteekkipankki- 


Finlands Bostadshypoteksbank 
(THE MUNICIPAL MORTGAGE BANK OF FINLAND) 
Erottaja 4, Helsinki (Helsingfors) 


UOMEN ASUNTOHYPOTEEKKIPANKKI has 
S been incorporated in pursuance of Special Legislation 

of the Republic of Finland, having as its object 
the provision of long-term credit for the owners of 
municipal house property. The business of the Associa- 
tion is restricted by Finnish Law and by the Association’s 
constitution to granting mortgage loans to the extent of 
not exceeding 55 per cent. of the conservatively appraised 
value on freehold and leasehold house property in the 
towns, boroughs, and other urban districts of Finland. 

The Association has been formed with the assistance 
and approval of the Finnish Government, which has 
contributed as the Guarantee Capital of the Association 
its own 5 per cent. Bonds of the nominal amount of 
100,000,000 Finnish Gold Marks, subject to the condition 
that the bonds can only be negotiated by the Association 
to meet its liabilities, or to cover its losses after it has 
exhausted its rights against its members as mentioned 
below. Interest thereon, also, can only be claimed by the 
Association in similar circumstances. 

The business of the Association is conducted by a board 
of seven directors and three deputy-directors, of whom 
three directors and one deputy-director are nominated by 
the Government. 

The members of the Association are those who take 
up mortgage loans from the Association. Each member 
is liable for the debts of the Association as well as for losses 
incurred by the Association in connection with mortgages 
in proportion to the unpaid amount of his mortgage loan, 
but the liability of each member is limited to the difference 
between the amount of his loan outstanding and the value 
for the time being of the property mortgaged by him to 
the Association, or its value as assessed at the time his 
loan was granted, whichever is the greater. As security 
for this liability each member gives to the Association a 
mortgage for an amount equal to Io per cent. of his loan 
in addition to, but ranking pari passu with, the mortgage 


[Continued over 
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SUOMEN ASUNTOHYPOTEEKKIPANKKI—continued. 


given in respect of the loan. Within the above limit each 
member is liable jointly and severally for any payment 
which any other member fails to make in respect of the 
debts or losses of the Association. 

The Association has taken up two foreign long-term 
loans, i.e. the issue in London, Stockholm, and Amsterdam 
of £2,000,000 6} per cent. Sterling Mortgage Bonds due 
1957, and the issue in New York of $10,000,000 6 per 
cent. Gold Bonds due 1961, taken up in September 1928. 
The first-mentioned loan is entirely employed. The 
dollar-loan has not yet been utilized. 

The bonds of the Association are particularly well 
secured. As at July 1928, the Association had granted a total 
of 437 mortgage loans on properties situated in twenty-two 
of the principal cities of Finland. The amount thus 
employed derived from the £2,000,000 Sterling Bonds and 
from a short-time loan, and was exactly 396,884,126.17 
Finnish marks. The loans aggregated approximately 48°5 
per cent. of the appraised value of the properties mortgaged 
as security therefor. Principal and interest of all 
mortgages will be payable in Finnish gold marks. 


The Association has, in accordance with its by-laws, 
covenanted that it will within fifteen years from the date of 
the issues cause the sum of (a) the aggregate unamortized 
principal of the qualified mortgages pledged (exclusive 
of the additional mortgages pledged), and (6) any money 
securing the bonds at least to equal the aggregate 
principal amount of the bonds outstanding and thereafter 
to maintain such parity. 

The reserve funds of the Association will increase 
quickly. Besides the bonds of 100 million Finnish Gold 
Marks contributed by the Finnish Government as guarantee 
capital, and the amount of the additional mortgages 
equal to 10 per cent. of the outstanding loans (about 
36 million Finnish Gold Marks), the reserve funds of the 
Association arrived after twelve months’ activity at about 
Fmk. 1,400,000. This speedy growth of the reserve funds 
is due to the fact that the Association, when granting loans to 
the members, deducts } per cent. from the amounts, and, 
furthermore, } per cent. is transferred to the reserve fund 
every year in connection with the payment of interest. The 
Association does not allow any dividend, and consequently 
also its profits are transferred to the reserve fund. 





Suomen Hypoteekkiyhdistys 
Finlands Hypoteksférening 
(The Mortgage Union of Finland) 


HE Mortgage Union of Finland, which was 
established by virtue of the Supreme Decree 
of May 25, 1859, and began its activity in 

the year 1861, is intended to meet the needs of 
landowners for long-term credits, by means of 
mortgage loans on their properties. 


The Mortgage Union has obtained the resources 
for this purpose by the issue of long-term loans, 
which have then been lent out against officially 
registered notes. 


The registered notes serve as security for the 
redemption of the loans obtained by the Union, 
and in addition borrowing members of the Union 
are mutually and proportionately responsible for 
the obligations of the Union. Further, the State 
of Finland has taken over a guarantee for all the 
loans of the Union obtained from abroad, as well 
as for some made in Finland. 


Loans are granted to a maximum representing 
55 per cent. of the taxable value of the landed 
property and at present at } per cent. higher rate 
of interest than the Union pays for its loans. In 
current valuations only the land and the buildings 
necessary for agricultural operations are taken into 
consideration. 
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SUOMEN HYPOTEEKKIYHDISTYS—con/inued. 


The development of the Mortgage Union is 
shown by the following figures : 


Loans Made. Loans Received. 


1870 
1880 
1890 
1900 
1910 
1920 
1924 
1927 


Fm. 
17,429,000 
17,104,000 
22,050,000 
332773,000 
62,243,000 
63,709,000 
532990,000 

163,464,000 


Fm. 
17,824,000 
17,827,000 
22,694,000 
31,877,000 
63,320,000 
67,472,000 
63,351,000 

220,116,000 


In the period 1917-1925 stagnation prevailed 
in the Mortgage Union as a result of the catastrophic 


effects of the World War on the Finnish currency, 
and in 1925 the Union was reorganized, so that 
its operations for that year were confined to 
liquidation, whilst at the same time new loan 
business was commenced under arrangements by 
which new members were not responsible for the 
old obligations. 


The new business was facilitated by the grant 
of a loan of 100 Mn. Fm. from the Finnish State. 
In 1927 the Mortgage Union received a further 
State loan of 40 Mn. Fm., and on December 1, 
1927, a debenture loan of 24 Mn. Fm. issued by 
the Finnish State Bank and the Stockholm Enskilda 
Bank under State guarantee and redeemable only 
in Finnish currency. 
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WALDEMAR von BONSDORFF & Co. 


BANKIRAKTIEBOLAG 
HELSINGFORS, FINLAND. Cable Address: BONDS. 


SHARE CAPITAL Fmk. 4:000.000. Established 1913. 
Member of Stock Exchange in Helsingfors. 





The activity of the firm comprises, a.o. : 
. Purchase and sale of home and foreign documents and bonds. 
. Intermediary for inland and foreign loans. 
. Intermediary for purchase and sale of patents, modes of production, etc. 
. Finances business and industrial enterprises, especially those whose purpose it is to use the patents, 
etc., named in paragraph 3. 


MIKAEL HOCKERT & CO. 


PRIVATE BANKERS Gstablished 1917 
FABIANSGATAN 27, HELSINGFORS (Finland) 


Cable Address: FONDHOCKERT 
Proprietor : ConsuL Mixaet Hocxert (Member of the Helsingfors Stock Exchange Board) 


Stock Exchange business and mortgage loans 


SPECIALITY: FINANCING HOUSE-BUILDING 





Dawnay, Day & Co. Ltd. 


54 Threadneedle Street, 
London, 


EC 2 


TELEPHONES : 
CENTRAL 3784 (3 LINES) 


DIRECTORS: 
MAJOR-G=NERAL GUY P. DAWNAY 
JULIAN DAY 
N. STEWART SANDEMAN, M.P. 
COL, HON. F. VERNON WILLEY 


GENERAL FINANCIAL AND INVESTMENT 
BUSINESS 
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1 Where possible the figures are taken from returns issued for ti 

2 Excluding a smal]! amount held in the Banking Department. 
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* Up to April 1927 the figures include gold, both “ available” ant 
June 1928 give the total gold holding in one amount. 
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. Monthly averages, nine banks. 
* Average of four or five weekly returns. 

R * Total note-issue less notes in Banking Department less notes in Currency Note 
eserve. 
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MaRcH «< ba ai . | . r F 29°017 12 
APRIL “e ee ie ri 3 4 3 29°118 12 
May .. we ea we 5 “6: x 29°168 12 
JUNE am ie oa 5 F "76 5° 29°442 12 
JULY ne = oe *86 24° 92° 25°25! 29°511 12 
AUGUST .. sp os "85! 24° 92° 95° 29°208 12 
12 
WEEK ENDING: 
SEPTEMBER es oe | 4°8528 f 92°61 25°2 29°212 
” BS .. es , 24° 92°68 5°15 29°238 12 
” a . as } 24°% 92°76 | ; 29°339 3 








1 The old parity of 25°225 
2 The old parity of 25°225q@pandone 
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Table 1V—cont. 
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Treasury Bills, are averages of daily rates. 
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ERAGES 
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ndoned a as 3 from June 25, 1928. 
as from December 22, 1927. 
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Table VI 


COAL | PIG-IRON 


1 Exports 2 
™ “ti fineludi . il 
Production | = Senihee of Production 
Furnaces in 
Millions of Millions of Blast Thousands of | Thousands¢ 
Tons Tons ‘Tons Tons 


1925 , é 
JUNE a oe ee a oe 8° 3°§ 510 | 585 
JULY oe ee a* es ee 8°8 7 493 596 
AUGUST .. ee ee es oe Z. 3°! 444 477 
SEPTEMBER ee oe ee o* 7 4°2 449 


1926 
JUNE 
JULY 
AUGUST 
SEPTEMBER 


1927-28 
JUNE 
JULY 
AUGUST .. 
SEPTEMBER 
OCTOBER 
NOVEMBER 
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JANUARY 
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MARCH 
APRIL 
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JULY 
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+ Total for four weeks. 


Table VI BRITISH TRADE AND INDUSTRY—cont. 
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1 Daily averages, based on weekly or monthly returns. 7 ‘‘ Country ” clearings at London 
Clearing House. * Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London ‘“* Country ” and Provincial) adjusted, for comparative purposes, by application 0 
Board of Trade index number of wholesale prices (1924=100). ° Average of four or five weekly 
returns. ° Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VII COMMODITY PRICES 
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UNITED KINGDOM U.S.A. GERMANY FRANCE 

é Wholesale 1 |Wholesale’ Wholesale| Cost of (Wholesale Cost of 

dex of Cost of (Depart- | (Reichs-; Living (Statis- Living 
rodue- Living ment of »bord) (Reichs- tique (Statis- 

tion Board of |“ Statist”) “ Econ- Ministry} Labor) bord) Générale) tique 
Trade omist” jof Labour) Générale) 

July July 2 1913/14 July 
[3=10 1913=100 | 1918=100 | 1914=100 | 1914=100 | 1926=100 | 1913=100 =100 1913=100 | 1914=1(@ 
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+ The indices, which are for the 1st of the month, are entered for the previous 
month to facilitate comparison. 

2 The average for 1926 on the old base (1913=100) was 151°1, but the two sets 
of indices are not strictly comparable. 
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62a PICCADILLY, W. 
58 CHEAPSIDE, E.C. 
137 FENCHURCH ST., E.C. 
78 LOMBARD ST., E.C. 


BY APPOINTMENT BY APPOINTMENT 


THE * YORK”’ THE ‘* CODDINGTON” 


Of finest quality fur felt. Hand shaped Made of superfine fur felt, perfect in style 
and finished in four widths of brim. Most and correct in detail, this model is ideal for 
popular for town wear. all occasions. In Buff and shades of Grey. 


21/- 26/- 30/- 25/- and 32/6 


SILK HATS 


Few things yield a greater return Yin 
effectiveness than a well-chosen silk hat. 
Made in three widths of brim. 


40/- 46/- 50/- 


AGENTS THROUGHOUT [THE KINGDOM, 


Write for Illustrated Catalogue. Name and address of nearest agent sent upon request. 
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An Insurance Diary 


INTERNATIONAL MARINE INSURANCE UNION 


This important body met at Baden-Baden on Sep- 
tember 24. Mr. Axel Rinman, of Gothenburg, presided. 
The occasion is one of unusual interest, because of the 
unsettled state of marine business. The proceedings 
will be discussed in a later number. 


THE RECENT TORNADO 

The London market is deeply interested, both directly 
and by excess insurance, in losses in the West Indies and 
the Bahamas. Some time must elapse before the total 
liability is known. 

FRIENDLY SOCIETIES PROGRESS 

At the conference at Scarborough it was announced 
that voluntary membership exceeded eight million persons 
and the reserve funds £79 million. The State-insured 
membership exceeded 4$ million persons. 


VALUE OF LIFE INSURANCE 

In his recent address to the Faculty of Actuaries in 
Scotland, Dr. Arthur Hunter criticized British offices 
and agents for not advertising widely the number of 
claims paid soon after the issue of the policy. In America, 
he said, offices went so far as to approach dependents of 
those who died early, and to make use of them to spread 
broadcast the value of insurance and the tragedy of its 
neglect. British offices do exactly the contrary. They 
publish extensively the great ages reached by their 
insured, their object being to attract business by high 
bonuses. British offices therefore sell their policies by 
advertising how long the assured may live, American 
offices by proving how soon he may die. Which is the 
best salesmanship ? The British, which emphasizes in- 
vestment value, or the American, which lays stress on 
family protection ? Now, a policy possesses both qualities, 
and though to the individual they are alternative and 
not concurrent—for an insured cannot both die early and 
also leave a policy with large bonus additions—still these 
two complementary features should each be given 
prominence. 
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SELECTION OF LIVES 
The above, of course, is only one aspect of a much- 
discussed question. British methods in the selection of 
lives, as in other respects, are different from those across 
the Atlantic. But there are signs that the difference is 
lessening. 
MORTALITY TABLES 
The Registrar-General’s review for 1927 shows that the 
birth-rate of 16°6 per 1,000 is the lowest on record, and the 
death-rate of 12°3 is the highest since 1922. But infant 
mortality remains low, 70 per 1,000, compared with 145 
in 1904. Deaths from suicide, 125 per million, were also 
at the highest peak known. 


EXPECTATION OF LIFE 

Dr. Frankel, vice-president of the Metropolitan Life of 
New York, in an address before the National Institute of 
Social Sciences of America, attributed the improvement 
in the mortality records of his company to its teaching of 
health. The figures he gave bore this out. In Igir the 
death-rate for the company’s industrial policy-holders was 
higher than the population rate. Since 1911 the position 
has been reversed : for whilst the population has gained 
five years in expectation of life, the company’s industrial 
policy-holders have gained nine. It was because of these 
facts, he said, that the company were spending the 
policy-holders’ money in health work. 


COST OF SICKNESS BENEFIT 

There has been much disputation about this. Sir 
Walter Kinnear, controller of the Health Insurance 
Department of the Ministry of Health, told the recent 
conference of Friendly Societies that cost had risen 
steadily since 1926 and was still rising. The Ministry, 
after consulting the British Medical Association on the 
difficult question of certification, were satisfied that the 
great bulk of doctors were certifying properly, but felt that 
a small proportion were not. Sir Walter described the 
increase in the case cf some societies as inexplicable, and 
said that the Ministry were starting a statistical inquiry. 

So much for that. On the other hand, Mr. Ammon, 
M.P., has been complaining that London doctors are 
unduly restricted by the London Insurance Committee, 
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not being allowed to prescribe drugs which the patient 
requires when those drugs happen to be expensive. He 
therefore contends that the cost, instead of being too 
great, is too small. So runs the quarrel, and it is a fierce 
one. Looking at the whole position, two observations 
appear to be indisputable: first, that cost is bound to 
increase as the standard is raised, and it will be raised; 
it need not rise either rapidly or unreasonably, but it 
will move upwards, and the rise will exceed any offset 
in administrative economies; and second, that the patient 
under existing panel practice is infinitely better treated 
than under the old club practice. 


GROUP INSURANCE 
This subject continues to occupy the Press. The Life 
Offices’ Association have just issued a schedule of mini- 
mum rates and standard rules for this class of business, 
which have been accepted by fifty-two offices. It is 
perfectly certain that this form of insurance will spread. 


FINANCING HOME TRADE 
A company, the Industrial Discount Company, Ltd., 
has been formed to finance credit in the home trade. It 
will operate chiefly in workshop and factory plant and 
agricultural and other machinery, and it will cover both 
long credits given by the manufacturer and hire-purchase 
by the actual buyer. The last is a totally new feature. 


COMPULSORY MOTOR INSURANCE 

The Trades Union Congress at its recent meeting 
passed a resolution for compulsory insurance, against 
third-party claims, of all transport undertakings; the 
insurance to be effected by some Government department 
such as the Post Office or the Road Fund. Whatever 
be the fate of compulsory insurance, and its difficulties 
are great, it is improbable that any Government will 
itself undertake it. 


CREDIT INSURANCE IN FRANCE 
France is starting a system of Government export 
credits. Guarantees up to 60 per cent. are permitted on 
transactions approved by a committee appointed by the 
Ministry of Commerce. The total liability of the State 
for 1928 is fixed at 300 million francs. 





AN INSURANCE DIARY _ 127 


CREDIT INSURANCE IN GERMANY 

It is announced that the German export credit scheme 
has had such a successful year that premiums will be 
reduced. Losses were fully covered. 

CREDIT INSURANCE IN RUSSIA 

The ‘‘ Economist ’”’ for September 1 reports that all the 
cover available on Lloyd’s for bills on Russia for some 
years ahead has been bought by one or two firms exporting 
machinery: which is interesting, but not surprising, 
for machinery is the one thing that Russia needs dese 
perately, and it is a trade which has to give long credits. 
It is worth while considering whether Parliament should 
not withdraw the veto on the Export Credits Department 
doing Russian business. It is really a question of terms. 


TRAVELLERS IN SPAIN 

Railway travellers in Spain are compelled to insure. 
For a premium of 5 per cent. on the cost of their ticket 
they are covered for £1,000 on death and {£600 on total 
disablement. 

AVIATION INSURANCE IN U.S.A. 

Eight companies have formed themselves into a pool, 
the United States Aviation Underwriters of New York, 
for transacting this business. 

RAILWAY ACCIDENTS 

Four hundred and thirty-five persons lost their lives 
in Great Britain in 1927. This includes casualties of 
every kind, not from railway disasters alone, and covers 
railway workers, passengers, and all other persons killed 
on railways or stations. The number is lower by eighty- 
three than that for 1926. The liability of passengers 
was one in sixty-one millions. 

CALL ON SHARES 

The Britannic Assurance Company, Limited, has called 

up 2s. 6d. on its {1 shares, making them Ios. paid. 


PERSONAL 
Colonel Sir Edward Ward, G.B.E., who died recently 
after a most distinguished career, was chairman of the 
Employers’ Liability Assurance Corporation, Limited, 
and a director of the Clerical Medical and General Life 
Assurance Society. 
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The Earl of Airlie has been elected a director of the 
General Accident Fire and Life Assurance Corporation, 
Limited. 

Mr. G. R. R. Colman has been appointed a director of 
the Norwich Union Life Insurance Society. 

Mr. Owen Bulmer Howell has been appointed a director 
of the Scottish Union and National Insurance Company. 

Mr. William Robert Miller, of Montreal, has been 
appointed on the Canadian board of the Northern 
Assurance Company, Limited, and the London and 
Scottish Assurance Corporation, Limited. 

Mr. H. Victor Cawthra, president of the Crown Life 
Insurance Company of Canada, has recently died. 

The death is announced of the Hon. George Swinburne, 
M.I.C.E., M.I.M.E., director of the National Mutual Life 
Association of Australasia. 

Mr. S. W. Gladwell, secretary to the Iron Trades 
Employers’ Insurance Association, Limited, has been 
chosen as mayor of Richmond, Surrey , for next year. 


American Insurance Affairs 
By Our New York Correspondent 


IRE underwriters generally are not enthusiastic 
H about the prospects in their branch of insurance. 
They are, of course, gratified that the losses have 
continued moderate through the summer, and that there 
appear no serious reasons “for expecting a change during 
the remainder of the year. Some who are in an excellent 
position to judge have expressed the opinion that the 
ratio of moral hazard losses is now low. The Presidential 
campaign does not appear to be affecting general business 
very much, as neither of the two great parties has 
declared itself in favour of any radical changes in 
policies which would have the most influence on business. 
The contest is largely between two men who hold widely 
different views on the subject of Prohibition. Early in 
October Fire Prevention Week will be observed through- 
out the country, and this almost invariably reduces fire 
losses temporarily. Shortly thereafter the Christmas 
trade will begin and moral hazard seldom develops 
among merchants while that trade is brisk. 
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A number of the fire insurance companies are 
complaining about the volume of business. Some are 
actually showing a decrease in premium income as 
compared with last year; others are running about even, 
and some are showing a slight gain. This condition may 
properly be attributed to a number of causes, including 
rate reductions for improved municipal fire protection, 
replacement of old buildings on which fire insurance 
rates were high with new ones of improved construction 
which secure low rates, the transfer of some risks from 
stock companies to mutuals, and the fact that in recent 
years more classes of business have been made eligible 
to be written for a term. This has doubtless resulted in 
many risks, previously written for one year, being 
written in 1926 and 1927 for three years, thus reducing 
to that extent the amount of business coming up for 
renewal this year. Though the officials of some of the 
older companies believe that their premium income is 
being affected by the activity of the companies organized 
early this year, it is doubtful whether that has “been a 
factor of much moment up to this time, although it will 
be later in the year as these new companies enter more 
States and appoint more agents. 

The decrease in premium income of some companies 
is doubtless due to a policy of contraction deliberately 
adopted. The United States manager of one prominent 
British company is quoted as saying that it purposed 
restricting its business largely to the cities, as it had 
found in operating in smaller towns, even though they 
had proper fire protection, that it was obliged to accept 
from its agents considerable unprotected business in the 
surrounding territory. Unprotected business in this 
country as a class is unprofitable. It is recalled that 
early in the year the chairmen of several leading British 
companies announced that they were revising their 
underwriting policies in the United States. 

What particularly concerns the officers of established 
companies is the practical certainty of trouble in the 
near future, resulting primarily from commissions. The 
great majority of the old companies are affiliated with 
the various company organizations, and have obligated 
themselves to observe their commission rules. In the 
East and the Middle West, which produce the largest 
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volume of premiums, most of the new companies are 
operating on a non-affiliated basis. By the payment of 
higher commissions they are going to secure some of the 
best business to be had. The commissions of the 
affiliated companies already are fully as high as they 
should be. These companies, therefore, see that they 
are going to lose some very desirable business, and 
probably also have more difficulty in maintaining 
discipline in their organizations, as obligations to observe 
agreements are sometimes forgotten when business is 
at stake. 

Organization of fire insurance companies has been 
rather inactive since the stock market quietened down in 
June, until very recently. One company which had 
planned to float a large amount of capital through 
bankers early in July deferred action until early Septem- 
ber. Others which undertook to get their capital 
privately subscribed have shown no signs of being ready 
to start business yet, and the announcements of intention 
to organize companies have been few of late. Just at the 
end of August the stock market became very active 
again, and it is likely that during the fall a number of 
companies will complete their organization and that 
some additional ones will be launched. Many of the 
experienced company executives anticipate that within 
about three years many of the present crop of young 
concerns will be ready to reinsure their business and 
retire or be gathered in as subsidiaries of the older 
institutions. In order to be prepared to make a quick 
purchase if a good opportunity should present itself, the 
directors of the Home Insurance Company of New 
York, the largest of the American fire insurance com- 
panies, recently authorized the officers to organize the 
Home Fire Security Corporation with $1,800,000 capital 
and $900,000 surplus. The Home Insurance Company 
has 180,000 shares of a par value of $100 each. The 
new holding corporation will have an equal number of 
shares of a par value of $10 each, and each stockholder 
in the insurance company will be permitted to subscribe 
for stock in the holding corporation share for share. 

A survey recently made by one of the leading 
American fire insurance companies showed that in fifty 
representative cities of the country about 98 per cent. of 
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the 147,188 fires which broke out during 1927 were 
confined to the buildings in which they originated. 
The record of the northern cities generally was slightly 
better than that of the southern cities, presumably 
because the milder climate of the south permits buildings 
of lighter construction. The high efficiency of large city 
fire departments, as indicated by these records, reduces 
the probability of conflagrations. However, what has 
been gained by the introduction of motor-driven 
apparatus for fighting fires has been partially offset by 
the increased blocking of the streets by automobiles. 
The insurance world here has been deeply stirred by 
developments in Massachusetts, which led to the 
resignation of Commissioner of Insurance Wesley E. 
Monk on September 1. Massachusetts is the only State 
having a law requiring every owner of a motor-car to 
carry liability insurance for the protection of the public. 
Under this law the Commissioner of Insurance is required 
to promulgate the rates for insurance on September I 
for the succeeding calendar year. On September 1, 1926, 
Commissioner Monk promulgated rates for 1927, the first 
year the law was in full effect. Before September 1, 1927, 
it was becoming evident to the underwriters that the 
rates were inadequate, but the Commissioner did not 
consider the showing on such a brief experience sufficient 
ground for advancing the rates for 1928. In August of 
this year, however, the Commissioner announced that the 
experience of the companies showed that the 1927 rates 
had been inadequate and that those for 1929 would have 
to be materially increased, and that this increase would 
fall principally on pleasure cars in Boston and vicinity, 
while the rates of private cars in other portions of the 
State and those on commercial cars would be changed 
but slightly and in some cases reduced. He held a public 
hearing on the proposed new rates, but no evidence was 
produced which convinced him that they should be 
changed. There was a loud public protest, in which the 
Governor, the Lieutenant-Governor, and the Attorney- 
General of Massachusetts joined. Finally, on, September 1, 
Commissioner Monk resigned without promulgating 
the new rates. While declaring to the last that the 
proposed new rates were fair, and that it was his 
official duty to promulgate rates which are adequate 
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as well as reasonable, he took the position that, as a 
member of the State administration, he was not justified 
in defying the will of the Governor. As the proposed 
new rates for 1929 were not promulgated, the old 1927 
rates continue in effect for 1929. One company promptly 
telegraphed its discontinuance of writing automobile 
liability insurance in the State. Most of the other 
companies have held a conference and appointed a 
committee to investigate every phase of the subject 
before they decide whether to continue to write that 
class in Massachusetts or not. They cannot continue and 
select the risks they will write, as the Jaw requires them 
to accept every risk offered unless excused by a State 
Board in individual cases. The whole proceeding has 
tended to convince underwriters that, where rates are 
under State control, insurance companies cannot get 
justice in the face of public clamour. Commissioner 
Monk is a lawyer of judicial temperament and a man of 
the highest integrity, but the pressure put upon him to 
abstain from performing his sworn duty was too severe. 

Most of the leading stock companies writing automo- 
bile liability insurance in the United States are members 
of one organization, and, as it has never authorized the 
system of reducing rates for ‘‘no loss” that plan has never 
prevailed here to any marked extent, although some 
underwriters who have watched its results in Great 
Britain are heartily in favour of it. Recently one of the 
younger companies has introduced this plan in New 
York City. It writes a car the first year at the manual 
rate. If no loss occurs that year, it reduces the rate 
5 per cent. for the second year, and continues this until 
a total reduction of 15 per cent. from the manual rate is 
reached. This continues until there is a loss, and then 
the risk is restored to the manual rate at the next 
renewal and the process of reduction for no loss starts 
again. Some liability underwriters are of the opinion 
that the other stock companies will be forced to adopt 
some plan of this sort, not because of the action of this 
one company, but to stop the drift of the most desirable 
automobile business to mutuals and non-tariff stock 
companies. Thousands of careful drivers and employers 
of expert chauffeurs object to paying rates based upon 
the general experience. 
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The resignation of Mr. Norman R. Moray as vice- 
president and general manager of the Hartford Accident 
and Indemnity Company in order to accept the presidency 
of the Southern Surety Company of New York, which 
was announced late in August, has created intense 
interest in insurance circles here, not alone because of 
the prominence of Mr. Moray and of the company he is 
leaving, but because it indicates the entrance into 
insurance company control of large banking interests. 
Mr. Rogers Caldwell, head of Caldwell & Co., a pro- 
minent banking house of Nashville, Tenn., within the 
past few years has secured control of the Missouri State 
Life Insurance Company of St. Louis, Mo., the Inter- 
Southern Life Insurance Company of Louisville, Ky., 
and the Southern Surety Company of Des Moines, Iowa. 
Kidder, Peabody & Co., New York and Boston bankers, 
in co-operation with Caldwell & Co., organized the 
Southern Surety Company of New York to supersede 
the Iowa company of the same name, and they also 
have an interest in the Missouri State Life Insurance 
Company. Desiring a man of outstanding ability to 
head their surety company, these banking houses selected 
Mr. Moray. Inabout fourteen years Mr. Moray has built 
up the Hartford Accident and Indemnity Company, which 
is owned by the Hartford Fire Insurance Company, from 
a small, recently organized company to an institution 
with an annual premium income of over $28,000,000, total 
assets in excess 9f $40,000,000, and asurplus of about 
$10,000,000. He will now become not only the president 
of the Southern Surety Company, but a director and 
member of the finance committee of the Missouri State 
Life Insurance Company, and president of one or more 
fire insurance companies which the banking houses 
purpose organizing. As the Southern Surety Company 
writes practically all classes of casualty insurance as well 
as surety bonds, the group of companies in which these 
banking houses will be interested will be in a position to 
furnish every class of insurance, with a few minor excep- 
tions. Heretofore banking houses, as such,-have seldom 
been deeply interested in insurance companies, although 
they have underwritten issues of stock for insurance 
companies and sold it to the public, and their officers 
and directors often are large individual holders of 
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insurance company stocks and members of company 
directorates. 

Not for many years has a scandal in the life insurance 
business in the United States received such publicity as 
that in the International Life Insurance Company of 
St. Louis. An examination by eight State Insurance 
Departments disclosed that approximately $3,600,000 of 
assets were missing from its vaults, and that a number of 
bogus stock certificates had been issued. It was found 
that the missing assets had been transferred to the 
president of the company at Chicago, ostensibly for 
reinvestment, and had not been returned or replaced by 
other securities. With these assets missing, the capital 
and surplus of the company were wiped out and the 
legal reserve was impaired to the extent of about 
$2,000,000. The company was thrown into the hands of 
receivers, and by order of the court an offer of rein- 
surance made by the Missouri State Life Insurance 
Company of St. Louis was accepted. More than 
$300,000,000 of insurance in force and about $39,000,000 
in assets were taken over by the reinsuring company. 
The agreement provides that the earnings on this 
business shall first be applied to reimburse the reinsuring 
company for the amount it has put up to restore the 
reserves, and after that for some years shall be applied 
to reimburse the stockholders of the International Life. 
Warrants have been issued for the arrest of the president 
of the International Life, but his financial affairs are by 
no means straightened out, as the investment concern at 
Chicago and an Illinois bank, of both of which he was the 
head, are both in the hands of receivers, their affairs being 
much involved with those of the life insurance company. 

A recently published estimate of the amount of 
group life insurance in force in the United States was 
$7,500,000,000. This class of business is growing very 
rapidly. In July the estimated writings of group insur- 
ance were over $74,000,000, or about 8 per cent. of all 
the new life insurance written during the month. 
Something of what group insurance is doing for the 
families of workmen may be judged from the fact that 
one company having a large business of this class has 
found that death claims under group policies showed 
that about 43 per cent. of those insured under group 
contracts carried no other life insurance. 








